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Mr. CanrieLp. Gentlemen, we are met today to consider a supple- 
mental appropriations request forwarded to the committee under date 
of January 10, 1953, by the President and Mr. Lawtoa, Director of the 

3ureau of the Budget. 

This particular request has to do with the Bureau of the Public 
Debt. It is for an additional amount for administering the public 
debt. The amount is $2,300,000. 

In the request received by the committee it is stated: 

Additional funds are required to cover the cost of prospective redemption on 
demand of 16 million more savings bonds than were contemplated when the 
appropriation was made. The earlier estimates of issuance appear to he reason- 
ably accurate, but the redemptions are exceeding expectations and are expected 
to increase still further during the latter part of the year as larger numbers of 
bonds reach maturity. 

When our committee acted on the Bureau’s request last year, the 
committee recommended $52,500,000. This was reduced to $51 
million by action of the House. The Senate committee recommended 
$52,500,000, and that was reduced to $51,117,000 by action of the 
Senate. As a result of the conference between the comittees of both 
Houses, the figure of $51,000,000 was the amount finally allowed. 

In the report of this committee on the amount recommended in the 
bill for 1953 the committee stated: 

The amount recommended in the bill should be adequate for all normal activi- 
ties of the Bureau. Testimony indicated that the estimated increase in savings 
bond issuance was based on a highly optimistic promotion campaign directed at 
the less likely purchasers. Furthermore, the projected volume of redemptions 
after maturity was estimated at a rate considerably in excess of experience, and 
testimony was given to the effect that current redemptions were probably in 


(1) 
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excess of future rates by reason of lack of public understanding of the value of 
retaining savings bonds be yond maturity date. 

The committee wishes to encourage the Bureau to continue with its successful 
efforts in the promotion of the payroll savings plan for purchase of savings bonds, 
and is hopeful that greater participation can be encouraged in other forms of 
savings bond sales. 


That, in all fairness, was a statement in the committee report on the 
recommendation for the amount of $52,500,000. 

Without objection, there will be inserted in the record at this point 
the justifications submitted by the Bureau, pages 3 to 7, inclusive. 

(The justifications referred to are as follows:) 


Schedule of supplemental appropriations and revised estimates—Administering the 
Public Debt, 1953; Treasury Department, Bureau of the Public Debt 


Present appropriation or estimate-----..-------------- ._. $51, 000, 000 
Additional amounts available_-_ 


Total amount available ‘ gad Re Seis 51, 000, 000 


Apportionments: 
Ist quarter----- ale _ bees 14, 076, 850 
2d quarter ---- iit nolan ae 12, 742, 650 
3d quarter --..--- i hse sain sa ata 12, 734, 550 
4th quarter = i acanema ad 11, 445, 950 


Total apportionments and reserves 51, 000, 000 
=——————— 

Obligations: 
ist quarter (actual) 


3, 987, 233 
2d quarter (actual) 


1, 610, 974 


4th quarter (estimated) ‘ 


1 
’ ‘ 1 

3d quarter (estimated) __- se sn So aa ca ae ae 13, 751, 793 
1 


3, 950, 000 


Total actual and estimated obligations_ 53, 300, 000 
Less total amount available_-____--- , 51, 000, 000 


Estimated supplemental required : ; P 2, 300, 000 
Estimated supplemental included in latest budget __- 


Date needed for obligation, immediately; date needed for ex- 
penditure, July 15, 1953. 
Estimated expenditures from supplemental, revised: 
In current fiscal year oe pa alias kh re 
In next fiscal year js Panwa st as 300, 000 
After next fiscal year J 


Total , ee ee ; 2, 300, 000 


13. Actual obligations last 3 months: 


October i faa 5, 647, 598 
November _ _. am ntttathateitel: ; 2, 951, 003 
December_- ; 3, 012, 373 


Meebn ot sat tae ; BEA de 11, 610, 974 
Appropriation: Administering the publie debt 
PuRPOSE AND NEED FOR SUPPLEMENTAL FuNDS 
1. PURPOSE AND NEED 


The Bureau of the Public Debt is charged with the conduct of all transactions 
in public debt securities, and in that capacity utilizes on a reimbursable basis 
the services of the Federal Reserve banks to a large extent in the operations in- 
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cident to the issuance and retirement of such securities. In addition, the facilities 
of commercial banks and other agents throughout the country are utilized for 
paying series A-E savings bonds on a fee basis. These paying agents report to 
the Federal Reserve banks, who pay them their fees quarterly and are reimbursed 
therefor by the Bureau of the Public Debt. 

The Congress considered an appropriation estimate of $55,300,000 for adminis- 
tering the public debt for the fiscal year 1953. Both the House and Senate were 
of the opinion that the estimate of the number of savings bonds to be redeemed 
was too high and each, accordingly, made cuts in the funds requested. The 
House reduced the estimate by $4,300,000, the Senate Appropriation Committee 
recommended restoration of $1,500,000, and on the floor the Senate allowed only 
$117,000 of the amount proposed for restoration, which was disapproved in con- 
ference. An appropriation of $51,000,000 was finally granted, $4,300,000 less 
than the estimate submitted to the Congress. 

Insofar as can be foreseen at this time, the appropriation of $51,000,000 for the 
current year provides sufficient funds to process all public debt transactions, with 
the exception of series E savings bond redemptions, which are increasing notwith- 
standing the automatic extension plan under which such bonds may continue to 
be held after maturity. There is every indication that redemptions of series E 
will exceed by 16,000,000 pieces the number that can be processed with available 
funds. This additional number of pieces is based on actual redemption expe- 
rience for 6 months (July through December 1952), adjusted to reflect the increased 
number of bonds expected to be presented for redemption during the remaining 
portion of the current fiscal year as a result of the larger number of bonds now 
reaching maturity. Funds are, therefore, being requested at this time in the 
amount of $2,300,000 to provide only for reimbursing the Federal Reserve banks 
and paying agents for handling these additional redeemed savings bonds; the cost 
of auditing and recording the additional 16,000,000 redeemed bonds within the 
Bureau proper will be absorbed by the Bureau. 

The $2,300,000 being requested will be used for paying the following additional 
costs: (1) Fees to agents for paying savings bonds, (2) reimbursing Federal 
Reserve banks for charges incurred by them in making payment of bonds pre- 
sented directly to them, and (3) reimbursing Federal Reserve banks for processing 
and preparing all redeemed bonds for transmittal to the Bureau of the Public 
Debt for audit and recordation. These costs are computed as follows: 


Federal Reserve bank costs | Totalcost | Volume ; oe 


Paying agent fees: 
Available SS al $9, 134,400 | 73,300, 000 $0. 1246 
Revised estimate. - - bid nadsdvesaeeeeead 10, 868, 000 88, 000, 000 . 1235 


OIE: O33 2s eh es BR 1, 733,600 | 14, 700, 000 


- 1179 


Processing paid series A-E bonds by Federal Reserve bank: 
Available__ ; ; adn Ea ste BE Le a! 3, 454,900 | 75, 000, 000 . 04607 
Revised estimate ____.-._---- st 3, 951, 300 91, 000, 000 . 04342 


lc Dein pense iakaa kocmendts habeas aH 496, 400 16, 000, 000 


. 0310 
Direct redemption of series A~E bonds by Federal Reserve * 
bank: 


e | 
Available. --.-....- 4 ‘ Re 812, 000 | 1, 700, 000 | . 47765 
Revised estimate __-__........-- alia cee 882, 000 | 1, 875, 000 . 47040 


Additional ‘ 70, 000 175, 000 


All other operations: 
Available_ Jewel es 
Revised estimate 


Additional 
Total: 


Available. -_....-...- 
Revised estimate 





Additional 








4 


2. ESTIMATED WORKLOAD ON WHICH NEED FOR AMOUNT REQUIRED IS BASED 


The following table shows the volume of savings bond transactions that can 
be processed with available funds, the present estimate of such transactions for 
the entire fiscal year, and the first 6 months’ experience: 


| Estimated 


Savings bond transactions 


volume for 
lw 


hich funds 


| are available 


Issues: 
Sales, series E 
Sales, other series_ 


| 
| 
| 
| 


— 
Total sales___- oe 
Other issue transactions 


Total issues_.---- 


Retirements: 
Redemptions, series A-E-- 
Redemptions, other series_.--- 


75, 000, 000 | 


1, 000, 000 


76, 000, 000 | 
3, 000, 000 | 


79, 000, 000 


75, 000, 000 
1, 000, 000 


Total redemptions 
Other retirement transactions... 


76, 000, 000 
5, 200, 000 


| Present esti- | 


mate of total | 
volume 


+ | 
75, 000, 000 | 
1, 000, 000 | 


76, 000, 000 | 
3, 000, 000 | 


79, 000, 000 | 
caked } 
91, 000, 000 
1, 000, 000 


92, 000, 000 
5, 200, 000 


First 6 
months’ 


| experience ! 


37, 620, 816 
245, 068 


37, 965, 884 
2 1, 435, 000 


39, 400, 884 
40, 478, 159 

423, 709 
40, 901, 868 
2 2, 500, 000 


81, 200,000 | 97, 200, 000 | 
} | 


Total retirements 43, 401, 868 





1 Based on unaudited reports. 
2 Partially estimated. 


As indicated in the preceding table the current appropriation provides funds 
sufficient to process 75 million redeemed series A—-E savings bonds, whereas it is 
estimated that 91 million pieces of these series will be redeemed this year. Of 
these, a little over 40 million were redeemed during the first half of the year and 
about 50 million are anticipated in the second half. Contributing to the expected 
increase in the second half is the fact that 37 million bonds mature in the latter 
6 months of the fiscal year as compared to 31 million in the first 6 months. We 
find that about 30 percent of the maturing bonds are presented for redemption at 
or shortly after maturity, and the remaining 70 percent are being held for longer 
periods of time. In addition, the growing number of bonds outstanding in the 
age group above 10 years should add to the normal redemption load as the number 
of these bonds increases each month. 

3. REASON WHY REQUIREMENT FOR ADDITIONAL FUNDS 


CANNOT BE POSTPONED 


The Bureau of the Public Debt has no control over the number of savings bonds 
that may be presented for redemption. The legislation authorizing the extension 
of maturing bonds for an additional 10 years has been extremely helpful in 
reducing what would have been an enormous work volume in this field during 
the next few years. It must be realized, however, that, notwithstanding the 
legislation, these bonds (1) must be redeemed at some time and (2) represent a 
large potential workload, which could fall upon the Bureau without notice at any 
time. Furthermore, the point has been reached where series E bonds are begin- 
ning to mature in increasingly larger numbers, and the work of the paying agents, 
Federal Reserve banks, and the Bureau naturally has to increase as more of these 
bonds are redeemed. The Treasury has an obligation to the agents paying the 
bonds and to the Federal Reserve banks for processing them that cannot. be 
waived. In order to meet this obligation, the funds now being requested are 
needed 

4. PERTINENT DATA REGARDING OTHER COSTS UNDER THE APPROPRIATION 

The Bureau of the Public Debt has made an earnest effort to lay out a work 
program within the present appropriation of $51,000,000. In September when 
it became apparent that savings bond redemptions would exceed the volume 
which could be processed with available funds, restrictions were placed on filling 
vacancies, and some savings have been achieved. As a result many vacancies 
have not been filled and, as of December 31, employment in the Bureau totaled 
3,785, or approximately 340 less than the authorized strength. Many of these 
vacancies should be filled, particularly in the redemption operations as the 
volume mounts. 
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Mr. CanFietp. Mr. E. L. Kilby, who has been a Federal employee 
for the last 35 years and has been Commissioner of the Public Debt for 
the last 7 years, is now before us. 

Mr. Kilby, do you have a statement that you wish to give us at this 
time? 

Mr. Kixsy. I have, Mr. Chairman. 

Mr. Canrretp. Will you kindly proceed? 

Mr. Kinsy. Thank you. Mr. Chairman and members of the com- 
mittee, the supplemental appropriation request for the Bureau of the 
Public Debt before you now in the amount of $2,300,000 has been 
occasioned by an increase in savings-bond redemptions, entirely 
attributable to the greater number “of bonds reac ‘hing maturity. 
While the appropriation of $51 million for ‘ ‘Administering the public 
debt”’ for the current year is slightly less than the amount available 
in 1952, experience to date indicates that we will be x ‘equired to handle 
a greater volume of work this year than last year. This condition is 
caused by a small increase in savings-bond silts and a substantial 
increase in redemptions of series E-bonds. 

The Bureau of the Public Debt has no control over the number of 
savings bonds that may be presented for redemption. The legislation 
authorizing the automatic extension of maturing series E-bonds for an 
additional 10 years has been extremely helpful in reducing the im- 
mediate impact of a heavy workload stemming from the large number 
of bonds issued during World War II. It should be kept in mind, 
however, that, notwithstanding the legislation, the extended bonds 
must be redeemed at some time, and they represent a large potential 
workload which may a upon the Bureau without notice at any time. 

During the current year, 68 million E-bonds are maturing as 
compar ed with 28 million in 1952. We have found that about 
30 percent of the maturing bonds are presented for redemption at or 
shortly after maturity, and the remaining 70 percent are being held 
for longer periods of time. In addition, the growing number of bonds 
which have been outstanding more than 10 years will add to the 
normal redemption load, since the number of these bonds increases 
each month. 

It has been estaimated that 91 million A- through E-bonds will be 
redeemed during the current year, whereas funds are available for the 
processing of but 75 million, or 16 million less than the estimate. 
Included in the processing costs are the fees paid to the commercial 
banks or other financial insitutions which redeem the bonds; the 
out-of-pocket expenses incurred by the Federal Reserve banks in 
maintaining accounts with paying agents and processing the paid 
bonds for transmittal to the Bureau of the Public Debt; and the cost 
incurred by the Bureau proper in auditing and recording the retire- 
ment of the redeemed bonds and preparing them for destruction. 

Following the action of the Congress in reducing our original 
request for funds for 1953 from $55,300,000 to $51 million, we have 
made sincere efforts to live within the appropriation granted. The 
measures we have taken will enable us to absorb the cost within the 
Bureau proper of processing the estimated 16 million additional paid 
bonds. Funds are, therefore, being requested only for the necessary 
reimbursements to paying agents and Federal Reserve banks. The 
payment of these obligations cannot be avoided or deferred and funds 
should be made available to process this additional volume. 
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While it is quite apparent that the total number of series A through 
E-bonds to be redeemed this fiscal year will exceed the 75 million 
which we can process with available funds, it is possible that the total 
may not reach the revised estimate of 91 million pieces. Monthly 
redemptions have averaged slightly less than 7 million pieces, to bring 
the total for the first 6 months to 40.5 million. Preliminary figures 
for January indicate about 7.2 million pieces, the highest month since 
July. Although we have learned that savings-bond redemptions do 
not follow any pattern that can be charted with certainty, it seems 
apparent that the number to be redeemed in the last 6 months of this 
fiscal year will exceed substantially the number redeemed in the first 
6 months, because of the increasingly larger number of monthly ma- 
turities. I urge that the full amount requested be made available, 
and you may be assured that any moneys not needed for the pur- 
poses for which we are requesting them will be returned to the general 
fund of the Treasury. 

Mr. Chairman, I appreciate the opportunity you have given me to 
make this general statement in support of our request for an additional 
$2,300,000 for administering the public debt this year. 

Mr. Canrretp. Your original request for 1953 was for $55,300,000. 
Congress authorized $51 million, making a cut of $4,300,000. 

Mr. Kitpy. That is correct, Mr. Chairman. 

Mr. Canrietp. In effect, you are asking for a restoration of 
$2,300,000? 

Mr. Kixtsy. That is correct, sir. 

Mr. Canrietp. This indicates you have been able to absorb a 
considerable part of the cut effected by the Congress. 

Mr. Kitspy. We have been able to absorb rather a substantial 
amount due to improved methods and operating procedures. The 
number of pieces that we estimated to be redeemed in submitting 
our original estimate, however, was somewhat larger than the 91 
million. 

I would not want to leave the committee under the impression that 
we have been able to absorb the difference between the $2,300,000 
and the $4,300,000 by which the appropriation was reduced. 

Mr. Canrietp. Redemptions have not been as much as you origi- 
nally anticipated? 

Mr. Kitsy. That is correct. The 91 million which we now esti- 
mate is a figure between the number that we used in our original sub- 
mission and the 75 million which we are able to process within the 
$51 million which was appropriated. 

Mr. CanrieLtp. Have there been any special intervening factors 
which led to that change on which you could elaborate today? 

Mr. Kitsy. The principal reason for the present estimate of 91 
million is the increased number of maturities which are coming up, 


as I have said, in the total quantity of 68 million pieces this year as 
against 28 million last year. 


REDEMPTION OF BONDS 


Mr. Canrrevp. You tell us that, “We have found that about 30 
percent of the maturing bonds are presented for redemption at or 
shortly after maturity, and the remaining 70 percent are being held 
for longer periods of time.” Is that 30 percent a heavy rate? 
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Mr. Kiisy. That is a more favorable picture than we presented a 
year ago, Mr. Chairman, at which time we estimated about 40 per- 
cent would be redeemed and 60 percent would be extended. 

The experience of the past 12 months has demonstrated that either 
through intent on the part of the owner to continue to hold the bonds 
and draw additional interest, or perhaps through inertia, there has been 
a higher percentage of the bonds that have been held. Our present 
experience is that about 30 percent are being redeemed at or within a 
matter of 2 or 3 months following their maturity. So in that respect 
our workload has not been as heavy as it was estimated to be a year 
ago. 

Also, by the same token, the fact that 70 percent of the bonds are 
being extended merely adds to the potential which we are someday 
going to have to redeem. There are now about 475 million series EK 
bonds outstanding. Some part of those are getting into the extended 
class more and more each month. That is the potential threat which 
the Bureau is constantly faced with. Any shift in the economy, or 
any unusual set of circumstances which might cause an acceleration of 
redemptions would find us in the position of having to meet them, but 
without having the funds to process a substantially larger volume. 


ELECTRONIC DEVICES 


Mr. Can#re_p. What are some of the procedures which have enabled 
you to make savings? 

Mr. Kixpy. I wonder if I might ask Mr. Heffelfinger to answer that. 
We have made quite a number of improvements in our mechanical 
operations which we would be glad to describe to you. 

Mr. CanFieLp. Would you also touch on your electronic counters 
with which you apparently had some difficulty in the past? 

Mr. Herrevrincer. One of the most significant procedures affect- 
ing our processing of savings bonds involved what we called extending 
credit for bonds that are lost before they show up in the hands of the 
owners. We call these stock credit cases. 

Earlier during this fiscal year, primarily because of the shortage of 
funds but, incidentally, as a part of our management improvement 
program, we made a change in that function by transferring the major 
part of the finality of action in processing the cases to the Federal 
Reserve banks, and made a savings of slightly i in excess of $100,000 
on an annual basis. 

In the audit of redeemed savings bonds, both in the Federal Reserve 
banks and in our own regional offices, we are constantly looking at 
the procedures to see where we can make shortcuts and bring about 
some savings. That also is one of the fields of savings-bond work 
where we have made some savings. 

We have not made any other sizable savings during the year. We 
have had many small improvements in management, running any- 
where from $5,000 to $10,000 annually to perhaps $40,000 or $50,000 
a year. W. hen taken together, they result in substantial amounts of 
money. 

In the matter of the electronic counter for counting the half notes 
of $1 silver certificates, the experience we have gained from operating 
the machines since May of 1951 has resulted in what we feel at the 
moment to be a very good operation. If we did not have the machines 
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it would probably cost us close to $200,000 more a year to do the job 
in the manner in which we formerly did it. 

Mr. CanFieLp. Where do you get those machines? 

Mr. Herrevrincer. They were built to specifications by the 
National Bureau of Standards. We have 25 of them in operation. 

They count the half notes of $1 silver certificates, which constitute 
about 82 percent of all the United States money withdrawn from 
circulation as unfit. 

Mr. CanrFrieLp. These machines are owned by the Treasury 
Department? 

Mr. Herre.Fincer. They are owned by the Treasury Department. 

Mr. CanrieLp. Do you know what they cost? 

Mr. Herre trincer. About $2,500 apiece. 


PAYROLL-SAVINGS PROGRAM 


Mr. Canrie.tp. Mr. Kilby, can you tell us anything about the 
payroll-savings program of the Bond Division; how private industry 
is helping in the sale of bonds? 

Mr. Kizsy. The payroll-savings plan has been pushed by the 
Savings Bond Division, which is the promotional activity, during the 
last 2 years, with rather good results. 

I think the latest estimate that they had of participation as of 
June 30, 1952, was about 7 million people. They had hoped that 
would increase to somewhere in the neighborhood of 9 million par- 
ticipants by June 30, 1953. It has meant an expansion of the par- 
ticipation in companies which have been carrying the plan, and it 
also has meant that some companies which had dropped the plan 
after the war have resumed it. 

Mr. Canrie.tp. Mr. Wilson, do you have any questions? 

Mr. Wizson. Mr. Chairman, I believe I will pass for the time being. 

Mr. CanFietp. Mr. Gary? 


RETENSION OF MATURED E-BONDS 


Mr. Gary. Mr. Kilby, just briefly, what has been your experience 
with the law automatically extending the interest on the E-bonds 
beyond the date of maturity? 

Mr. Kripy. Our experience has been very favorable, Mr. Gary. 
The change in the rate, which took place on May 1, 1952, increasing 
the rate of extension on matured bonds to a flat 3 percent, I think has 
been helpful in causing more people to hold their bonds. 

People have gradually become familiar with the fact that they can 
continue to hold and can continue to earn more interest. Of course, 
we are talking about probably some 50 million people who own savings 
bonds of various amounts and with various maturity dates. We 
think this present experience of about 30 percent redemptions and 
70 percent extensions is a result of a combination of those factors, 
better knowledge of the opportunity, and a better extension rate. 

I doubt that we would expect, as time goes on, to have any larger 
number or any larger percentage of people holding’ their bonds than 70, 
because it seems to us that is a very favorable reaction by the bond- 
owning public generally. 
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Mr. Gary. And even those who hold them, as the need requires, 
may surrender them from time to time? 

Mr. Kiusy. That is very true. 

Mr. Gary. The greater number of people who hold their bonds be- 
cause of the extension of interest the greater potential you have for 
subsequent refinancing? 

Mr. Kitsy. That is true. It merely defers the time when we will 
have to process these as redeemed bonds. 


CERTIFICATES OF INDEBTEDNESS—REFINANCED 


Mr. Gary. I noted recently that a very large bond issue came due 
and was redeemed at a higher rate of interest. Can you tell us what 
that transaction was? 

Mr. Kixsy. I imagine you have in mind the February 15, 1953, 
maturity of $8,900 million of certificates of indebtedness. 

Secretary Humphrey’s first major operation was to offer the hold- 
ers of those certificates the option of exchanging them for a 2%-percent 
l-year certificate or a 24-percent 5-year and 10-month bond. The 
subscription books opened for that exchange offering just yesterday 
morning. The market reception has been very favorable. We feel 
that with the attraction of a 2%-percent 1-year security, which, in- 
cidentally, is the first 24%-percent 1-year security that has been offered 
by the Treasury since December 1933, it is apt to induce many of the 
holders to make the exchange. 

There will be some holders who will be willing to go into the longer 
term area for the slightly higher coupon rate. 


INCREASED COST OF FINANCING THE PUBLIC DEBT 


Mr. Gary. How much is that going to increase the cost of financing 
the public debt? 

Mr. Kiisy. That will raise the interest cost somewhat, Mr. Gary. 
The maturing series carry a coupon of 1%, so that it will mean an 
increase of three-eighths of 1 percent on the securities which are ex- 
changed for the certificates and five-eighths of 1 percent for those 
which are exchanged for the bonds. 

Mr. Gary. What is the life of these certificates? 

Mr. Kitsy. Eleven and one-half months. 

Mr. Gary. They will mature on the 15th? 

Mr. Kixisy. They will mature on February 15, 1953. 

Mr. Gary. They have been given an option of extending them for 
another year at 2% percent? 

Mr. Kixsy. Yes, sir. 

Mr. Gary. Or at 2% percent for 5 years? 

Mr. Kinsy. Five years and ten months at 2%. 

Mr. Gary. I do not suppose that with the books just opening 
yesterday you have any experience on it yet? 

Mr. Eoasr. No, it is too soon to tell. The subscription books will 
remain open until the close of business Thursday. ‘The holders will 
be given 4 days in which to make up their minds. 
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REDEMPTION OF BONDS 


Mr. PassMAN. You state you are requesting additional funds for 
the redemption of 16 million more savings bonds than were contem- 
plated when the appropriation was made; that the earlier estimates of 
issuance appear to be reasonably accurate, but the redemptions are 
exceeding expectations and are expected to increase stil further 
during the latter part of the year as larger numbers of bonds reach 
maturity. 

What is the ratio between sales of E-bonds and redemption of 
E-bonds? 

'Mr. Kitspy. The number of pieces and also the dollar volume of 
redemptions bave been exceeding sales. 

r Mr. PassmMan, By any substantial amount? 

F Mr. Kinpy. On Friday, January 30, 1953, there was a rather 
interesting article in the New York Times which I[ would like to quote 
from, under a Washington dateline. 

It said: 

Americans are buying more United States savings bonds than they are selling 
this month, for the first time since the Korean war. 

January purchases of all types topped cash-ins by $37 million through last 
Monday, according to official figures. January purchases totaled $416 million 
or 27 percent more than in the same month last year. 

That, I think, would be giving some effect to the payroll savings 
work which the chairman mentioned, and also to the more favorable 
3 percent rate on the E-bonds. But there is an indication that the 
sales which have been running behind redemptions are being picked up. 
So it looks as though the month of January would show a net balance 
to the credit of the Treasury by reason of the sales exceeding 
redemptions. 

Mr. Passman. Does that apply to the one month or the fiscal year 
up to date? 

Mr. Kiupy. That just applies to the month of January 1953. 


E-BONDS OUTSTANDING 


Mr. Passman. What is the total amount of E-bonds outstanding? 

Mr. Kiisy. $35,143 million. 

Mr. PassmMAan. What would be the impact on servicing the public 
debt should there be a recession and a great demand made on the 
Treasury for redemption of E-bonds? 

Mr. Krupy. The potential burden on us in redeeming a large 
quantity of E-bonds is the 475 million pieces presently outstanding, 
which constitutes this $35 billion debt. 

Any substantial increase in the normal rate of redemption would 
tax the facilities of the paying agents, which are principally some 
16,000 banks throughout the country. It would tax the facilities of 
the Federal Reserve banks, which receive the paid bonds from the 
paying agents and make settlements witb them. 

It would tax our own facilities in the Bureau of the Public Debt 
where we record those retirements. 

Mr. Passman. Concerning an E-bond purchaser today, how long 
must he hold that bond before he can cash it? 


Mr. Kiisy. 60 days. In other words, this is virtually all demand 
money. 
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Mr. Passman. What would be the effect on the sale of the bond if 
you included a rider that the bond must be held 1 year before it could 
be cashed? 

Mr. Kiusy. Frankly, I think that many of the people who buy 
bonds today on payroll savings plans would be unwilling to commit 
themselves to retain those bonds for a year. 

We know that our experience of mortality on 60- and 90-day bonds 
is rather high. 

(Discussion off the record.) 


RETENTION OF BONDS AFTER MATURITY 


Mr. Witson. Mr. Kilby, people who wish to retain the E-bonds 
after maturity are not required to declare any intention of that what- 
soever? 

Mr. Kixsy. No affirmative action is necessary. The mere factor 
of retention automatically insures it. 

Mr. Wiison. If they hold them they will draw 3 percent on them 
for the next 10 years? 

Mr. Kiusy. That is true. 

Mr. Wiuson. That is on the full value of the bond? 

Mr. Kixpy. Yes, sir. 

Mr. Wixson. Of course, that is not compounded in any way? It 
just amounts to 3 percent at the end of 10 years, or 3 percent annually, 
not compounded, or how does it work? 

Mr. Kixpy, It is the equivalent of 3 percent interest compounded 
semiannually. During the first cycle a bond for which you paid 
$75 increases at the rate of 2.9 compounded semiannually to $100. 
During the second 10 years, the 10 years of extension, it increases to 
$134.68. So it is the equivalent of 3 percent compounded semi- 
annually during the second 10-year period. 

Mr. Wuson. It would not be drawing interest at that rate for the 
11th year you hold it; would it? 

Mr. Kixsy. Yes, during each year of extension those bonds which 
have matured after May 1952 have drawn the flat 3 percent. The 
bonds which matured between May 1, 1951, and May 1, 1952, were 
extended on a slightly lower basis. They were extended on a basis 
of 2 percent simple interest for the first 74 years, and during the 
last 214 years it will increase at a higher rate which will bring it up 
to 2.9, if held for the full 10 years. So the current extension is slightly 
better than the original extension. 

Mr. Wison. If one cashed a $1,000 bond at the end of 11 years he 
would get $1,030? 

Mr. Kixpy. Yes, sir. 

Mr. Wison. I wonder what effect such banks as the Morris Plan 
banks and those who are advertising for money to be deposited on a 
savings account basis at 3 percent compounded semiannually will have 
on the initial sale of these bonds? 

Mr. Kixsy. I had not heard of a savings bank rate as high as three, 
Mr. Wilson. They may have it. 

Mr. Witson. If I am not mistaken, the Indianapolis papers have 
been carrying advertising for months for people to lend their money 
to the Morris Plan banks for a 6-month period, redeemable at the end 
of 6 months with a guaranteed 3 percent interest. Perhaps I could 
be mistaken about that. 





Mr. Kivsy. That interest rate would be governed by the State 
law; would it not? 

Mr. Wixson. I suppose so. 

Mr. Kixizy. The Indiana State law probably has a maximum rate 
that can be afforded on savings accounts. I think 2% is the maximum 
rate in New York State. I do not know if there is anyone here that 
would know about it. 

Mr. Wuson. I believe you quoted from an article in the New 
York Times. I would like to see that article and get a copy of it in 
order to analyze it more closely. 

It states that there has been a decline in the cash-ins of matured 
bonds since January 1 of this year. That was the first month, per- 
haps, that the redemption had been less than the sale for 6 months. 
Could that possibly be a cue for us to be guided by in the future, 
perhaps as a result of confidence in the new administration and its 
ability to balance the budget and discontinue the indebtedness? If 
that can be taken as a cue, perhaps then we may expect them to con- 
tinue as long as we seem to express a determination to balance the 
budget and discontinue further indebtedness. 

Mr. Kirsy. This article, Mr. Wilson, did not make a comparison 
except for the month of January 1953 with the month of January 
1952, except for the general statement that this was the first month 
in which more bonds had been bought than redeemed since the Ko- 
rean war. 

Mr. Witson. It does not state there has been a decline in the re- 
demptions. It merely states the sales have been greater. 

Mr. Kixpy. Yes. 

Mr. Witson. It would be interesting to know whether the re- 
demptions have increased or whether it has merely been due to an in- 
crease in purchases. 

Mr. Kixsy. I have the figures on that, Mr. Wilson. If you will 
give me just a moment to analyze this, I think I could give you a 
general statement for the 6-month period. 

Mr. Witson. You can either do that or supply it for the record. 

Mr. Kixpy. If I might supply it for the record, it would make it a 
little easier, Mr. Wilson. 

Mr. Witson. I am wondering if there has actually been a decline 
to account for that or whether there has been a much greater increase 
in the sale of bonds to offset it. 

Mr. Kixisy. Suppose I insert in the record the total dollar volume 
of sales in the first 7 months of this fiscal year as compared with the 
first 7 months of the last fiscal year; and also the same figures on the 
redemption side, the total volume of redemptions in the first 7 
months—— 

Mr. Witson. What I would like to have is a total volume of redemp- 
tions per month during the calendar year 1952. 

Mr. Kixpy. I can provide that. 

Mr. Wiuson. And the total number of sales during the year 1952, 
and including the month of January 1953. 

Mr. Kinpy. We can do that. 

Mr. Witson. Thank you, sir. 

Mr. Kitsy. We will give you a 13-month statement which will 
cover the 12 months of 1952, plus January 1953, on both the sales 
and redemption side. 

(The information appears in table form on p. 16.) 
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Mr. CanFIE.D. Referring to that New York Times article, I gather 
from your testimony today that you personally are pleased with the 
January story? 

Mr. Kixtsy. I am pleased with the January story, but I did not 
intend to inject that as a significant element in my testimony, because 
really it is not. 

The story that we are presenting today is predicated on a con- 
intuation of sales at about the same or slightly higher rate than our 
original estimates. But the $2,300,000 we are requesting is keyed 
entirely to the increase on the redemption side. 

Mr. Canrretp. Mr. Passman. 


RETENTION OF MATURED E-BONDS 


Mr. Passman. Mr. Commissioner, it is not my intention to be 
repetitious but for clarification I would like to ask several questions 
as to E-bonds. A holder of a $75 E-bond to maturity is entitled to 
$100 at about the same or slightly higher rate of sales than our original 
estimate. But the $2,300,000 is keyed entirely to the increase on the 
redemption side? 

(Discussion off the record.) 

Mr. Passman. A holder of an E-bond that has matured, if he should 
retain that bond for an additional year and cash the bond in, would 
be entitled to 3 percent on the $100 for the vear he retained the bond? 

Mr. Kitspy. He would. As a matter of fact, on an E-bond which 
matured in May 1952 or any subsequent month, at the end of a full 
6 month period the $100 bond would be worth $101.50, and at the 
end of 1 year it would be worth $103. 

At the end of the 10-year period, the value, computed at the 3- 
percent compound semiannual rate, would be $134.68. 

Mr. PassMan. I asked that question for this reason: On the original 
purchase of an E-bond, if you retained that bond for 1 year and cashed 
it in, you do not realize the 2% percent? 

Mr. Kuixry. That is true. 

Mr. Passman. Does an E-bond holder, if he holds it over the 
10-year period, draw the 3 percent interest rate? 

Mr. Kixiey. Yes. He has a much more favorable rate of interest 
in the additional 10 years than he had in the first 10 years. 


ELECTRONIC DEVICES 


Mr. Canrieip. Mr. Commissioner, does the Bureau of the Public 
Debt have any electronic devices other than these counters to which 
we have referred? 

Mr. Kitsy. Those are the only electronic devices that we have in 
operation. There has been some work done in the field of applica- 
tion of electronics to other operations. But nothing has reached a 
point where it has proved to be of practical application to our work. 

Mr. Canrietp. In this supplemental request before us today are 
there any funds for new personnel? 

Mr. Kiiry. No, sir. 

Mr. Canrte.p. Is there any money being asked for new travel 
allowances? 

Mr. Kixpey. No, sir. I just want to say, Mr. Chairman, that as 
the justification indicates the $2,300,000 is designed to meet the pay- 
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ments of the paying agents’ fees and the cost of processing this 
increased volume of redemptions in the Federal Reserve banks. 


PUBLIC RELATIONS APPROACH IN INTERPRETING PUBLIC DEBT 


Mr. Stemrinski. May I ask the Treasury, Mr. Chairman, to enter- 
tain this thought, if it merits approval: to consider a public relations 
approach when interpreting the public debt and the servicing of it. 

For example, the debt is an obligation incurred by the Government 
in order to carry out civic programs at home and abroad; these pro- 
grams were voted upon by the Congress; they were approved by the 
Congress which also authorized the Treasury to obtain the money 
needed to carry them out. Thus, through its representatives in the 
Congress, the people approved the debt. 

Now, the Treasury was faced with raising spot cash. It did it in 
several ways. One was to go to the people and ask them to put up 
money to carry out their own programs with a guaranty that the 
people, through the Treasury, would earn a profit on their money in 
10 years or less. In exchange for money received the Government 
issued bonds. Ten years ago, just after Pearl Harbor, our people 
pledged their lives and fortunes that this Nation might live. They are 
still doing it. 

Pay-up time has arrived. People are cashing in, collecting their 
profits. The Treasury is meeting the call. Confidence in their 
Government and its money programs is mounting. Again, people 
are buying bonds. Uncle Sam has never defaulted. If Uncle 
Whiskers goes, the people go. ‘There is a whisker on every manly 
chin in the land. Uncle Sam is taking money out of one pocket and 

putting it back in another pocket at a profit. That’s solid economy, 
good management, good government. 

Yet, during the recent campaign, the issue of the public debt was 
shot at murderously. People were told they voted wrong programs, 
in effect, their bond money wasn’t working. Yet, the profit on bonds 
continues. People are buying bonds again. Investing in themselves 
through their Treasury. In spite of the murderous campaign assaults 
on the public debt, confidence in the Government and its bonds 
mounts. 

I do not believe the public relations job could be to much improved 
in the face of this upsurge of confidence. Perhaps it could be angled 
in the sense mentioned above—angled from defense and security, to 
additional or other levels as well. 

Mr. Wiuson. May I request that in lieu of my previous question, 
Mr. Kilby agreeing, his statement quoting the New York Times be 
inserted in the record and that he add a month-by-month comparison 
between purchases and sales from January 1, 1952. 

Mr. CanrFie_p. Without objection, it will be done. 

(The material referred to is as follows:) 
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[The New York Times, Friday, January 30, 1953] 
More Savincs Bonps HELD 
PURCHASES NOW TOP SALES FIRST TIME SINCE KOREA WAR 


WaAsHINGTON, January 29 (UP).—Americans are buying more United States 
savings bonds than they are selling this month, for the first time since the Korean 
war. 

Bond purchases have climbed almost steadily since last May when the Treasury 
increased the interest rate on the E-bond from 2.9 to 3 percent, added a new 
series H-bond for larger individual investors, and substituted J- and K-bonds for 
the old F- and G-bonds. 

January purchases of all types topped cash-ins by $37,000,000 through last 
Monday, according to official figures. January purchases totaled $416,000,000 or 
27 percent more than in the same month last year. Some $379,000,000 worth of 
bonds were cashed in, 3 percent less than a year ago. 

While Treasury officials hope this will continue, they said it will be increasingly 
difficult to keep sales ahead of cash-ins because thousands of bonds sold during 
World War II are now maturing each month. 

Since last May 1, $3,152,000,000 worth of E-, J-, K-, and H-bonds have been 
sold, or 14 percent more than sales of Old E-, F-, and G-bonds in the comparable 
9-month period a year ago. Redemptions have totaled $3,682,000,000, 4 percent 
less. 

Officials said the new 3 percent interest rate is one factor in the increased sales. 
They also attribute it to the publie’s general inclination toward big savings and 
the success of payroll savings plan and the bond-a-month program. 

Officials are pleased at the low rate at which matured bonds are being turned in 
forcash. Three out of every four maturing bonds are being held by their owners, 
who continue to collect interest for up to 10 years more. 


TREASURY IssuES REFUNDING TERMS 


24%-PERCENT INTEREST SET FOR EXCHANGE OF $8,867,962,000 CERTIFICATES, 2}4-PERCENT 
ON OPTIONAL BOND-——RISE IN RATE MODERATE-——FIRST OFFER IS DECLARED 
MORE ATTRACTIVE, WITH LITTLE OR NO PREMIUM SET ON SECOND 


WASHINGTON, January 29 (AP).—Secretary of the Treasury George M. Hum- 
phrey today announced the terms under which the new administration will carry 
out its first public debt operation. They include a moderate rise in interest rates. 

As previously announced, the new regime’s first financing move will also open 
the way to shifting some of the short-term debt to a medium-term obligation. 
However, the conditions announced today made it likely that this shift will not 
be extensive. 

The operation is the refinancing of an $8,867,962,000 certificate of indebtedness 
falling due on February 15. 

DUAL OFFER MADE 


Mr. Humphrey announced holders of the maturing certificates will be allowed 
to exchange them for: A 1-year certificate of indebtedness bearing 2'4-percent 
interest, or a 5-year, 10-month bond bearing 2!4-percent interest. 

Thus, Mr. Humphrey offered little or no premium over average current market 
rates for the longer term bond, but offered more attractive terms on the l-year 
certificate. 

Hence, the bulk of the exchange may be for the 1-year certificate rather than 
the medium-term bond. As the maturing certificate is an 114%4-month obligation, 
this would mean only a limited shift out of short-term financing. 

Mr. Humphrey said in announcing the refunding 2 days ago, that most of the 
maturing certificates were in the hands of short-term investors. 

The interest rates announced today were exactly those predicted by money- 
market sources immediately after Mr. Humphrey made his refunding announce- 
ment on Tuesday. 


29310—53 2 
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Month-by-month comparison of sales and redemptions of L Inited States savings bonds, 
Jenuary 1952 through January 1953 (on basis of daily Treasury statement) 


| 
Sales | Redemptions 


2—January ‘ a jcibenabke $440, 175, 135 | $492, 221, 029 
February ; | 337, 599, 937 | 409, 721, 910 
March__..- ‘ : : mee 330, 337, 832 | 427, 500, 024 
April bias ; ; eee ba oan 312, 714, 297 437, 451, 456 
May aka : : d ; ; ous } 291, 586, 571 | 422, 105, 506 
June a2 ee ee 364, 096, 845 | 430, 686, 426 
July .| 367, 200, 431 467, 497, 396 
August ‘. 356, 246, 294 398, 830, 531 
September -__-- : = “sia 329, 628, 281 416, 401, 032 
October , ‘ 347, 457, 942 398, 158, 095 
November_.- = 302, 778, 590 346, 042, 096 
December Ficatens Ey 375, 269, 589 | 421, 647, 696 


Total, calendar year , RE ce dens , 155, ‘091, 744 | 5, 068, 263, 197 
January 1953 : ao Scented iss 4 504, 122, 885 | 434, 983, 294 


Mr. Kixsy. I wonder if I might address myself to Mr. Sieminski’s 
comment for just a moment. 

Mr. CaAnFIELD. Certainly. 

Mr. Kixtsy. During the years since the war there has been a move- 
ment in the Treasury, and Secretary Snyder has on a number of 
occasions referred to the savings bond program as a thrift program, 
to treat this not as a program designed to finance the deficit but as a 
thrift program. 

The efforts of the Savings Bond Division, with its hundreds of 
thousands of volunteers throughout the country, which was highly 
intensified in war days, nevertheless has continued since the war as 
an educational program, which has perhaps been keyed more to school 
children rather than to any major effort to sell the substantial aspects 
of Government securities as an investment. But in the savings bond 
field I think there has been an effort at the type of promotion that 
you had in mind. 

Mr. Canrtevp. Mr. Kilby, it might be of interest to Mr. Sieminski, 
and probably all the members of the committee, if you would indicate 
to the Savings Bond Division that we would like to see some of their 
brochures and some of their placards. In time, of course, they will 
be making a presentation before the committee. But I think Mr. 
Sieminski would like to receive them at his office. 

Mr. Kitspy. They have not had any drive this year, Mr. Chairman. 
They have had some publicity material which has been keyed to, you 
might say, localized projects. 

They have in mind right now some promotion for the month of 
April, which is going to be keyed to the bond-a-month plan, the idea 
of going to self-employed professional people who would be willing to 
ple dge to their bank the deduction of a certain sum from their account 
each month to be applied to the purchase of bonds. Then they have 
had specialized programs in the farming areas, school programs, 
and other types of promotion of that sort. 

Mr. Sreminski. | am glad to get your statement. I know you are 
going to keep pressing on that thrift and investment level. You 
might wonder why I made the statement. I proposed, perhaps, 
silly little thing last year, the so-called piggy bonds for children, to 


get them inte ‘rested in the Government and the fact that they are ina 
solid country. 
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I received a letter from someplace in the United States with an 
editorial from a newspaper elsewhere which said that my piggy bond 
idea was the height of Government socialism, in fact, radicalism, that 
now they are actually picking the eye teeth out of the mouths of kids 
and going into their pockets, as though the Government was a vulture 
trying to take every cent of the citizens away. 

That is what I meant when I said that the impression seems to be 
existing in some minds that this drive for bonds is merely a drugged 
needle in the arm, to get money from people and kid them along. 

I am sure the Treasury, this committee, and all concerned, realize 
it is a serious, substantial American way of stimulating thrift. I 
would not have brought this idea up except that this was a responsible 
newspaper, as was the letter which called it to my attention. Maybe 
the idea was silly, but the fact that the Government was reaching 
into the pockets of children to stimulate thrift, an approach to the 
American way of life, is the reason I brought it up. 

Mr. Canrretp. I am sure that every member of this committee 
knows that the gentleman from New Jersey, Mr. Sieminski, was 
elected to the Congress when he was in the Armed Forces, serving 
on the hard ridges of Korea and is not a Socialist. 

Mr. Steminski. Thank you, Mr. Chairman. 

Mr. Canrretp. Mr. Kilby, have you anything else you would 
like to add to these hearings this afternoon? 

Mr. Kiusy. IJ think not, Mr. Chairman. 

Mr. Canrisup. Then we are very grateful to you and your aides 
for your appearance and testimony this afternoon. 

Mr. Kiusy. I appreciate the opportunity to come before you. 


SUBCOMMITTEE ON CIVIL FUNCTIONS AND MILITARY 
CONSTRUCTION APPROPRIATIONS 


GLENN R. DAVIS, Wisconsin, Chairman 


T. MILLET HAND, New Jersey CLARENCE CANNON, Missouri 
ELFORD A. CEDERBERG, Michigan LOUIS C. RABAUT, Michigan 
JOHN TABER, New York JOHN J. RILEY, South Carolina 


Fripay, JANUARY 30, 1953. 


CanaL ZONE GOVERNMENT 


PanaMA CANAL ComMPpANY 


WITNESSES 


BRIG. GEN. J. 8. SEYBOLD, GOVERNOR OF THE CANAL ZONE COM- 
PANY, PRESIDENT, PANAMA CANAL COMPANY 
LINDSLEY H. NOBLE, COMPTROLLER, PANAMA CANAL COMPANY 


Mr. Davis. The subcommittee has before it House Document 
No. 62 of the 83d Congress, which is a communication from the 
President of the United States transmitting supplemental appropria- 
tions for the fiscal year 1953. There are included two items which 
come within the jurisdiction of this subcommittee. One of them is 
an item of not to exceed $15,000 for the Canal Zone Government, and 
another makes additional general administrative expenses available 
to the Panama Canal Company. 
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We have with us today General Seybola, Governor of the Canal 
Zone and ex officio, a member of the Board of Directors of the Panama 
Canal Company. 





































CANAL ZONE GOVERNMENT 








I direct your attention, Governor Seybold, to the item of $15,000 
which is requested for construction and major equipment in the Canal 
Zone. Please explain the need to the committee. 

Governor SrYBo.p. I would call the committee’s attention to the 
fact that in both cases we are not asking for appropriated dollars; we 
are asking only for authority. 

The item of $15,000 is in order that we meet our obligation in the 
construction of joint sewage facilities in the free-zone area of Colon, 
to take care of the housing area at Camp Bierd and Cristobal, which 
is located in the Canal Zone, but whose sewage facilities are handled 
through the Colon system. It is necessary to augment a pumping 
station and in lieu of our constructing a long line to connect with the 
sewage disposal of the lower part of the bay, which would cost over 
$100,000. The Canal Zone Government has entered into an agree- 
ment, or proposes to enter into an agreement, with the Government 
of Panama where, by the construction of an enlarged pumping station 
in the free zone, the sewage from these two areas in the Canal Zone 
can be handled. 

Mr. Davis. This, in other words, is actually an authorization to 
use $15,000 which was appropriated in the 1953 appropriation act. 

Governor Seysoutp. That is right. 

Mr. Davis. Does this involve the cancellation, or the deferral, of 
facilities for which this money has previously been earmarked? 

Governor Sryspoup. I am not too familiar with the original fund 
and why it was set up, but I believe this $15,000 is obtained from 
savings made in the project. 

Mr. Nosuz. In the Government as a whole. 

Mr. Davis. This is money then that would otherwise be recovered 
into the Treasury at the end of the fiscal year? 

Mr.Nosuie. We would take it out of our capital budget, which is 
a no-year appropriation. We have savings in our operating budgets 
that will be covered into the Treasury in an estimated amount of 
$361,000, but we believe we can take this out of the capital budget 
and desire to have it considered as such. In the event that we are 
not successful in negotiating this arrangement with the Republic 
within this fiscal year, the money would still be available next year, 
so we are using capital funds for this purpose. 

Mr. Davis. What is the urgency of this matter that requires that 
it be treated as a supplemental in this fiscal year rather than waiting 
for the regular 1954 appropriation? 

Governor SryBo.tp. The Republic is ready to build the station, 
and of course it should be done at the time the station is built rather 
than after it is built and add other pumps. It is a sort of joint ven- 
ture to get it constructed. 

Mr. Davis. Do I understand from your previous statement that 
it would cost you $122,000 to prepare these facilities separately if 
you were not able to tie onto the Colon system, as this proposes? 

Governor SryBoutp. There are two alternatives to this proposal 
and both would be more expensive than this plan recommended. 
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One is to carry the Camp Bierd-Cristobal sewage to the proposed 
Rainbow City treatment plant. That is what we discussed earlier 
in the hearings. This method would require larger pumps at the 
Cristobal pump station, 3,500 feet of 12-inch force main, the increase 
in size of 1,500 feet of proposed sewer main in Rainbow C ity, enlarg- 
ing an existing pump station in Rainbow City, and would require a 
larger treatment plant than is now proposed. In addition, this plant 
would add to the sewage load in the Folks River area, which is not 
desirable. 

Mr. Nose. The estimates show that the savings in the initial cost 
is $122,000. There is a saving in the annual cost of operation of 
about $700. 


PANAMA CANAL COMPANY 


Mr. Davis. We will turn to the item requesting an increase in the 
ceiling on general administrative expenses of the Panama Canal 
Company in the amount of $278,200. Will you explain to the com- 
mittee the reason for this increase? 

Governor SryBoup. I would like to have the Comptroller explain 
that as he is more familiar with those details. 

Mr. Nose. It is a rather complicated matter, Mr. Chairman, 
because of changes in organizational structure and changes in ac- 
counting practices. 

The limitation in the 1953 appropriation act is $3,301,800 on 
what is called general and administrative expenses. Since that 
act became law we have had one major reorganization. Our Wash- 
ington office has been changed in status to purely a liaison office, 
and the procurement functions that it used to carry on have been 
transferred and merged with the procurement functions in the New 
York office. Certain of the personnel functions have been trans- 
ferred to the isthmus. 

The procurement functions in New York originally were purely 
for the commissary operations, and those costs were considered 
a part of the commissary operation and did not come under the 
general administrative expense limitation. 

By consolidating those procurement functions, it is no longer 
possible to identify the procurements for the activities of the com- 
pany relating to the canal and other business activities that are 
now conducted by the New York office. So we have, in requesting 
this adjustment, reduced the amount of the limitation, first, by 
the amount that was budgeted for that procurement function in 
Washington, and which is now no longer classified as a general 
administrative expense. Then we are asking for additional items, 
as follows 

We are now charging as costs of administration civil-service- 
retirement costs and certain other employment costs that in the 
1953 budget were not budgeted as general administrative expenses 

Those were the costs relating to the employment of persons in the 
finance and the personnel and the administrative branch, which in 
our 1953 budget did not get charged to those accounts. 

Under our present accounting system they represent a part of that 
cost, and in the interest of simplified accounting the limitation should 
parallel that classification. 
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In addition, we have now pulled out and segregated the costs of 
operating company buildings on the isthmus and are classifying that 
as a general administrative expense and including that.in the amount 
of $130,000 in the revised limitation that we are requesting. 

There is also an increase in the estimated cost of the audit by the 
General Accounting Office, which we will be liable for in this fiscal 
year in the amount of $106,500, based on the figures they have now 
furnished us, which is another factor in the increase. 

The remaining amount of the increase, or $114,600, is made up of a 
combination of items, some pluses and some minuses. 

The Comptroller’s Office and the Finance Bureau account for the 
major portion of that. We are asking for an increase of $112,500 for 
the Comptroller’s Office and Finance Bureau. 

The Personnel Bureau has a small increase, and there is an increase 
in the expense of directors’ travel allowance. There is a decrease of 
$17,600 in the administrative branch and a decrease of $23,100 in the 
administrative end of the Washington office’s expense. Those, 
briefly, are the elements comprising the adjusted figure. 

Those, Mr. Chairman, are the elements comprising the requested 
increase. They are partly due to changes in organizational assign- 
ments and partly due to changes in accounting “and partly due to 
increases in staff with some decreases elsewhere. 

Mr. Davis. Mr. Noble, why were some of the procurement activi- 
ties transferred to New York removed from this administrative 
limitation? 

Mr. Nose The impracticality of any longer identifying them. 
One of the purposes of transferring that procurement function to 
New York was to consolidate it and save money on that basis. We 
are no longer able to identify specifically the costs now of procuring 
certain types of items as against certain types of other items because 
it is done as an integrated procurement unit. But we are taking 
credit for that; in other words, in having the appropriation limitation 
reduced accordingly. 

Mr. Davis. Are the r remaining items under the ceiling now precise 
and clear so that there cannot be any question about them? 

Mr. Noste. No, they are not, Mr. Chairman. 

For instance, in the case of the accounting work, the Finance 
Bureau and the Comptroller’s office—which is now one organiza- 
tion—is under the limitation. There is a great deal of accounting 
work done by our various bureaus that are not under the limitation. 
The Industrial Bureau has an accounting staff which operates under 
policies which I establish, but which, costwise and administratively, 
come under the Industrial Bureau. 

There are a number of others. The same thing applies to the 
commissary. 

In this reorganization and simplification of our accounting process 
we may wish to centralize some of those functions, and when those 
people are transferred to my staff the question comes up, Does that 
mean we are overrunning the limitation, or do I have to earmark 


those people and keep them separate? That is the type of thing that 
concerns us. 
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Contrariwise, by moving people out into these various offices where 
economy might dictate, do we then reduce our ceiling accordingly, or 
do we not? 

Mr. Davis. This limitation is a rather uncertain thing at best, then? 

Mr. Nosue. It is, as I understand it, a step that was taken in the 
fiscal year 1953 by the Appropriations Committee to broade e the cov- 
erage of the limitation and certain bureaus which on their face were 
obviously administrative were simply lifted and put under that limi- 
tation, but functionally it does not work out; that is, there are a num- 
ber of these activities which are under limitation when they are done 
in my shop that are not under limitation when somebody else does 
them. 

Governor SrypBoup. I think it produces problems in organization 
and assignment of functions that, as we study the company, would 
tend to produce a solution which may not be the best functionally. 

Mr. Nosux. In the procurement area, for instance, there were 
three procurement points in the past—Washington, New York, and 
the isthmus. Only Washington was under that limitation. As soon 
as we consolidated one of those functions we ran into trouble with 
the limitation. We may have other consolidations we want to make, 
and that illustrates the problems we had, particularly during this 
reorganization. 

Mr. Davis. You do not have any control over the item for the 
General Accounting Office, do you? 

Mr. Nose. That is correct. They originally gave us an estimate 
of $181,500 as the cost of the audit for the fiscal year 1952, which would 
be payable in 1953, and they have now revised that estimate to 
$288 ,000. 

Mr. Davis. That is chargeable to you, and you really have no 
authority to look behind the request; is that correct? 

Mr. Nosuer. That is correct. 


PERSONNEL BUREAU 


Mr. Davis. You mention here an increase in your Personnel 
Bureau. 

How many people are involved, and what is the reason for the 
increase? 

Mr. Nose. The increase in terms of actual cost, apart from an 
increase due to changes in accounting practices, resulting in an assign- 
ment of employment costs, amounts to $27,800 and bri ings the total 
Personnel Bureau budget to $464,800 for the fiscal year 1953. A 
portion of that represents additional staff in the Personnel Bureau 
that the Personnel Bureau has had to pick up as the result of reducing 
the Washington office personnel functions; in other words, those have 
been consolidated to some extent, the way the procurement function 
was consolidated in New York, so that it is really a transfer largely 
and not an absolute increase in its entirety. 

Mr. Davis. Do you have that broken down between how many 
are transferred and how much does represent an actual increase? 

Mr. Noste. I do not, but we will supply that for the record. 

(The information requested is as follows:) 
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Details of increase in 1953 budget estimate for Personnel Bureau 


| Number | Amount 


Personal services: 

Field (Panama Canal grades 
Grade 14. Public relations officer 
Grade 7. Assistant training officer 
Grade 4. Clerk 

Grade 3. Clerks and clerk-stenographers 

Grade 2. Clerk-typists 

Local-rate employees: Clerks 


Total annual! salaries 
Deduct lapses 


Excess of leave earned over leave taken 


Total personal services 
Civil service retirement contributions 
Transportation expense (Public Law 600, 79th Cong.) -_- 
Printing and reproduction 
Suppli es 


Total increase fiscal year 1953 


1 Included in these positions are 2 GS-3’s and 1 GS-2 position for work transferred from Washington office. 
OFFICE OF THE COMPTROLLER 


Mr. Davis. Will you do the same thing with respect to the increase 
in the Comptroller’s Office, or do you have that available now? 

Mr. Noste. I can provide that information on the Comptroller’s 
Office. We are contemplating an increase of 38 positions in the total 
Comptroller’s finance operation. 

I need to strengthen my accounting operation and my audit opera- 
tion rather materially. Eventually I hope it will result in savings and 
that we will be able to effect greater reductions as we simplify our 
accounting operations. 

In reorganizing the accounting system we have to rebuild the bicycle 
while we are riding on it. We have to keep the old system going as 
we develop the new one, and the need, as I have estimated it, to staff 
the job—and I have talked with the General Accounting Office about 
this and they are in agreement in principle with me—would indicate 
some 38 additional positions in my organization. I already have about 
262—that is my present strength —and the additional members would 
bring the staff just in the neighborhood of 300 accountants, clerks, 
auditors, and persons engaged under my general direction in the 
accounting-auditing process, and in a management staff that reviews 
organization structure and management frocesses and a budget staff 
that develops and presents these ‘budgets to you. 

Mr. Davis. Is that your conception of the size of the permanent 
staff for that function, or is this to tide you over during this reorgan- 
ization period? 

Mr. Nose. In terms of total number of people I believe it will 
eventually be less than that, but I believe we can simplify many of 
these complicated distributions, cross-distributions that we have 
down there that will eliminate some accounting work and we will be 
able to get along with a smaller staff. 

Mr. Davis. Would you file for the record, Mr. Noble, a statement 
with respect to increased positions, showing the grades and salaries 
of the people that you have in mind? 
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Mr. Nose. Yes; I can give you that data right now with respect 
to grades. I do not have it worked out in detail in terms of actual 
dollar salaries. 

(The information requested is as follows:) 


Details of increase in 1953 budget estimates for Comptroller’s O ffice and Finance Bureau 


Number Amount 





Personal services 
Field (Panama Canal grades) Grade 14: 
Assistant Comptroller aaa h ‘ : l $12, 000 
Chief accountant os ae Tes . 5 12, 000 
Internal auditor re Z tiara eta , 000 
Grade 13: 
Chief investigator... ._-- : aa . che 450 
Assistant chief, management staff -_-.__- : is ‘ 450 
Valuation engineer 7 : : cad 450 
Grade 12: | 
Systems accountants Minit a “ ead 7 , 600 
Internal auditor -_- eat Peart a 1 8, 800 
Grade 11: 
Valuation engineer 
Plant accountants 
Accountants 
Auditors - - - 
Grade 9: 
Budget analyst - 
Engineers 
Auditors : ’ ae 
Grade 7: Construction cost analyst _._.._--- 
Grade 6: Clerk-stenographer 
Grade 5: Clerk-stenographer - 
Grade 3: Clerks and typists- -_-- 


7, 425 
850 
Orr 


02 COND 


, 275 
», 325 
975 

2, 650 
36, 792 
4, 743 
, 024 

. 748 


moe sIN Oe 


Total annual salaries --____-_- s ee Bes : 332 
Deduct lapses. ---_--- a badtinid die bhai ithe : 332 


54, 000 
Excess of arnual leave earned over leave taken | t 3. 000 


Total personal services I Ee i le : direc 7, 000 
Civil Service retirement contribution ___- fycth deel Wad he atgictiesed a 3, 500 
Transportation expense (P. L. 600-79th Cong.) - abies Paice ; 30, 000 
NEI a action tide doaothckaduscuweee Be ae wees | Da : 12, 000 


Total increase, fiscal year 1953___...._-- , \ ee 7 112, 500 


Mr. Hanp. I want to make sure, Mr. Noble, that the money that 
we are involved with here, $278,200 I believe it is, is not any addi- 
tional expenditure, but merely is a lifting of a previous limitation 
by reason of certain requirements of yours, especially because of 
budgetary changes? 

Mr. Noste. It will involve additional expenditures but no addi- 
tional appropriation. That is, we will finance it out of operations. 
It is partly changes in organization structure, partly changes in 
accornting; but there will be some actual increase in expenditures 
for staff. 

Mr. Hanp. How much of this $278,200 is required as a result of 
the revised estimate of the General Accounting Office for the audit 
which they have undertaken? 

Mr. Nosue. $106,500. 


EMPLOYMENT OF ACCOUNTING STAFF 


Mr. Davis. Are you going to be able to recruit the accounting 
personnel that you need? 

Mr. Noste. I hope so. It will not be easy. We have problems 
of recruitment in my area, as the Governor indicated, I think, yester- 
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day; and housing has been one of the problems. I have actually had 
the case of a man ready and willing to come, but who would not 
accept the housing that was available. He wanted preferential treat- 
ment. We did not feel we could depart from the rule and give it to 
him. So it will not be easy, but we are certainly going to do our 
best, because we need the men to do the job that needs to be done. 


SUBCOMMITTEE ON STATE, JUSTICE, AND COMMERCE 
APPROPRIATIONS 


CLIFF CLEVENGER, Ohio, Chairman 


FREDERIC R. COUDERT, Jr., JOHN J. ROONEY, New York 
New York PRINCE H. PRESTON, Jr., Georgia 
FRANK T. BOW, Ohio ROBERT L. F. SIKES, Florida 
SAM COON, Oregon 
WepNesbaAy, Fespruary 4, 1953. 


DEPARTMENT OF JUSTICE 
LEGAL ACTIVITIES AND GENERAL ADMINISTRATION 


WITNESSES 


S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 

FRED C. KILGUSS, DEPUTY ADMINISTRATIVE ASSISTANT AT- 
TORNEY GENERAL 

E. R. BUTTS, DEPARTMENTAL BUDGET OFFICER 


FEES AND EXPENSES OF WITNESSES 


Mr. CLevencer. The first item we will take up this morning is 
“Fees and expenses of witnesses,’ on page 20 of House Document 
No. 62. The request is for $200,000 additional. We will insert the 
justification at this point. 

(The justification is as follows:) 


Fees and expenses of witnesses, Justice, 1953 (H. Doc. No. 62) 


Request (for 3 months from Apr. 1 to July 1, 1953____- _. $200, 000 


Appropriation to date 
Pending supplemental: 
Obligations to Nov. 30, 1952 2 es ee i : 465, 805 
Expenditures to Nov. 30, 1952_ - pass Eu : 368, 335 
Budget estimate next fiscal year__________-__- Lia Wats g hats thd ack ~ wage ee ae 


1, 000, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is estimated that a supplemental appropriation in the amount of $200,000 
will be needed under this appropriation in addition to the $1,000,000 presently 
available. 

This is an uncontrollable appropriation and, based upon 5 months’ expenditures 
of this fiscal year as compared to the same period last year, there is a 12-percent 
increase in cost of witnesses approximating $120,000. During the last fiscal year 
$1,007,187 was expended. It is also estimated that $40,000 will be needed for 
grand juries and another $40,000 for resulting trials. 

In this regard your attention is directed to the fact that $44,083 has already 
been obligated in connection with the Provoo trial now in progress in the southern 
district of New York. 

It is anticipated that a number of long-drawn-out and expensive trials under 
the internal security statutes (Smith Act, ete.) will be held during the current 
fiscal year. 
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Mr. CLeveNnGER. Tell us why you have to have it, Mr. Andretta. 

Mr. Anprerta. For the benefit of the new committee members, I 
might tell you a little bit about what this appropriation is for. 

This covers fees and expenses of witnesses summoned on behalf of 
the United States in all its cases in the Federal courts in both civil and 
criminal matters; also the fees paid to indigent witnesses in criminal 
cases; and it covers fees of expert witnesses in cases in which the 
United States participates, and the cost of payments to confidential 
informants to whom we pay fees other than the basic statutory fees. 

It has been generally recognized that this appropriation is uncon- 
trollable, and that it depends on the volume and amount of litigation 
in the courts, and on the number of witnesses summoned in particular 
cases. 

The fees are fixed by statute on the basis of $4 witness fee; $5 for 
subsistence —that is, a per diem in lieu of subsistence; and 7 cents a 
mile for the witness’ travel. 

Ordinarily this appropriation is fixed with the idea in mind that it is 
impossible to estimate it with any accuracy in advance, so that invari- 
ably, from year to year, we have to come back and supplement it as 
experience shows how the expenses are running. 

Last year we submitted a request for $1,250, 000 for this item, and it 
was reduced to $1,000,000. Then last year we came in for a supple- 
mental of $100,000, I believe, or $50,000. 

Mr. Roonry. The committee’s guess was better than the Depart- 
ment’s guess. 

Mr. Anpretra. Last year, yes. I believe this year our guess was 
closer. 

Mr. CLevENGER. What are your December figures? 

Mr. AnprettA. I have the figures for that. I would like to take it 
through the months to show you how the thing has been running. 

In July 1952 we expended $32,502.33; and in July of this year, 
$43,994.16. 

In August 1952, the low period of court activity, $28,078.38; and in 
August of this year, $32,506.43. That was not an appreciable increase. 

In September 1952, $79,961; and in September of this year—that is, 
1953 fiscal year—$100,083. 

Mr. CievenGcer. For September? 

Mr. Anpretra. For September, which is an unusual increase for 
that time of year. 

In October 1951, when the courts really get rolling, it was $117,916; 
and in October 1952, $123,935, which carried on the same momentum 
of increase. 

November 1951 it was $93,707; and that jumped $10,000 in 1952 
to $103,434. 

Here is the real shocker, December 1951, $53,731, because with the 
holidays and the lessening of activities in December the court ex- 
penses usually drop; but this year it was $103,982, a 100 percent in- 
crease over last December. 

So for the 6 months we have spent $102,000 more than we did last 
year for the same comparable period. In other words, our 6 months’ 
expenditure in the present fiscal year was $507,937.69, as against 
$405,897.79 for fiscal 1952. 

In projecting our expenses for the rest of the fiscal year, if we carry 
on that percentage of increase, 25 percent over last year, it looks like 
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we will need $250,000 more than we had last year. This estimate is 
only for $200,000. We are hoping that we can make it, but if it keeps 
going the way it has been, we may have to come back. 

If you would like, I have another statement I can insert in the 
record showing the breakdown within the appropriation of expendi- 
tures, comparatively, between 1952 and 1953, as to the items of 
witnesses’ attendance, per diem, mileage, and Federal employees’ 
travel expenses. 

Mr. CLevenGER. You can insert it if you like, without objection. 

(The information requested is as follows:) 


Statement of comparative monthly expenditures 


Fiscal year 1953 
Expert witnesses 
Fact witnesses, 
Per diems 
Mileage 
Federal e mployees 
Special witnesses 


Sabi codecs 


attendance 


12, 
6, 


24, 


$75. 00 
221. 00 
360. 65 
625. 59 


711. 92 


3, 994. 16) 32, 506. 


August 


43 


Septem- 
ber 


$187. 11 
28, 587. 00 
14, 711. 00 
51, 854. 46 


1, 854. 04) 


2, 890. 22 


100, 083. 83 


October 


$562. 87 
38, 417. 00 
15, 835. 00 
60, 574. 81 

5, 159. 14 
3, 387. 01 


Novem- 
ber 


Decem- 
ber 


Total 


$5, 253. 48) $4, 442. 89/$11, 435. 29 


31, 209. 25 
12, 979. 54 
47, 443. 28 
2, 553. 65 
3, 995. 59 


28, 828. 92 


11, 649. 00 
5O, 324. 03 
1, 540. 74 
7, 196. 97 


123, 935. 83 103, 434. 79 ) 103, 982. 85 607, 937 


150, 374. { 


65, 005 


250, 180. 


13, 472. 
17, 460. 


92 
19 
39 
01 
79 


“5 ) 


Fiscal year 1952: 
Expert witnesses | 625. 00 
Fact witnesses, attendance. |} 9, 880. 00 
Per diems | 3,614.00 
Mileage . 163. 68 
Federal employees 219. 65 


3, 885. 75| 
34, 830. 00) 
17, 376. 00 
60, 268. 71 
1, 555. 50) 


, 365. 
8, 194. 
3, 370. 

, 801. 97 

347. 01 


28, 078. 38 


40 
00 
00 


1, 041. 26 
24, 025. 00) 
12, 034. 00 
41, 448. 94 

1, 412. 47 


2, 974. 23) 2,973.70) 12, 865. 
29, 669. 00) 19, 006. 00/125, 604. 60 
12, 205.00) 6, 455.00) 55, 054. 00 
45, 850. 63) 23, 675. 59/204, 209. 52 
3,008.74) 1, 621. 47 8, 164. 93 


34 


79, 961. 67\117, 916. 05 


93, 707. 0 


53, 731. 76 405, 897. 79 


Mr. CLEeveNGER. Have any of you gentlemen any questions? 


Mr..Srxes. What was the amount of your appropriation for the 
fiscal year 1952? 

Mr. Anpretra. $1,000,000; 
$50,000 or $100,000, I believe. 

Mr. Sixes. Do you know exactly or do you wish to provide it for 
the record? 

Mr. Anpretta. | will find it here. 
$1,000,000 right now. 

Mr. Sixes. That is all. 


then we supplemented that with 


$1,100,000 last year. We have 
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BureEAv OF Prisons 


WITNESSES 


JAMES V. BENNETT, DIRECTOR 
PRESTON G. SMITH, BUDGET OFFICER 


Support oF UNITED STATES PRISONERS 


Mr. CiLevenceErR. The next item is “Support of United States 
prisoners.”’ We will insert the justification at this point. 
(The justification is as follows: ) 


(H. Doc. No. 62) 


Support of United States prisoners, 1953 


Request (for 3 months from Apr. 1, 1953) _-___- : $600, 000 
Mpproneted 205. .2L.. D . Sda Bi é , 400, 000 
Pending supplemental__- a eee 
Obligations through Nov. 30, 1952 , 152, 518 
Expenditures through Nov. 30, 1952 : / 717, 460 
Budget estimate next fiscal year__ : , 250, 000 
Employment: 

Average number, current appropriation_____.________- Be i 48 

Number involved this estimate __ _- a: ial ; : None 

Actual employment Nov. 30, 1952 oe 7 14 


1 Includes comparative transfer of $625,000 to ‘‘Salaries and expenses, Bureau of Prisons.” 
PURPOSE AND NEED FOR DEFICIENCY FUNDS 


This is an appropriation over which the Department has no control, payments 
being required in direct relation to the number of Federal offenders boarded in 
non-Federal institutions while awaiting trial or serving sentences of short duration. 

This request is made necessary by reason of the fact that actual experience for 
the first 5 months of the fiscal year indicates a deficiency of the amount requested. 
The appropriation for the current year was $2,400,000 compared with an appropria- 
tion for 1952 of $2,750,000 and actual obligations for 1952 of $2,730,000. It is 
estimated that our requirements for the current year will exceed those of the past 
year by approximately $270,000, due to the fact that the jail population is higher 
than last year and contract costs are continuing to increase. 

For example, jail-days for the first 5 months of this fiscal year totaled 562,413 
compared with 537,723 for the same period of the previous year, an increase of 
24,690. Per capita costs for the first 5 months of the current year were $2.05 
compared with $1.93 for the same period last fiscal year. It is anticipated that 
the per capita will continue to increase as additional contracts are renewed during 
the year. Prisoners are boarded under something over 600 contracts with State 
and local jails. These contracts are subject to renewal every 3 years, or upon 
60 days’ notice. We are experiencing continued pressure from the various jail 
operators for increases in contract rates, in line with their increased costs of 
operation. Our records indicate that 82 percent of the contracts renewed in 1952 
were at increased rates. It is safe to assume that we will be faced with a con- 
tinuation of this situation for some time to come and that, as a result, our per capita 
costs will continue to rise. 
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On the basis of the above, we have computed the amount requested herein as 
follows: 


Actual requirements in 1952 - .------. $2, 730, 000 


Plus 8.1 percent increase (ac tual rate of increase for first 5 months of 
this year) -_ 


Plus allowance for contract-rate increases during the remainder of 
the year and possible population increase - 49, 000 


Total estimated requirements for 1953____-------- 3, 000, 000 
Less amount appropriated me 2, 400, 000 


Amount of this request___-__- 600, 000 


Mr. Cievencer. Who will inatity that item? 

Mr. Benner. Mr. Chairman and gentlemen, this is an estimate 
for $600,000 to supply a deficiency in ‘the appropriation “Support of 
United States prisoners.”” This appropriation is used to pay for the 
board and safekeeping of prisoners arrested and committed while 
awaiting trial or serving short sentences in local jails or local 
institutions. 

Each year we make a contract with some 600 different local jails for 
the boarding of Federal prisoners; and our estimates, when we come 
before this committee, have been based largely on the prior year’s 
experience. We have no way of controlling this appropriation or 
estimating our needs exactly. It depends on the number of people 
arrested and on the rates which these local institutions charge us. 

The per diem rate has been going up during this period of rising 
prices quite steadily, and in addition to that the number of people 
who have been taken into custody has increased. 

This appropriation is to enable us to pay for outstanding bills and 
obligations incurred in this manner. 

During the first 5 months of the fiscal year the total number of 
jail-days is 562,413, which is some 25,000 in excess of the previous 
year. 

The per capita costs for the first 5 months of this fiscal year were 
$2.05 per man per day compared with $1.93 for the same period in 
the last fiscal year. 

This is our estimate, as best we can niake it, as to what will be re- 
quired for the remainder of the present fiscal year. There was appro- 
priated for this year a total of $2,400,000. The estimate of the Budget 
Bureau coming before the committee for the next fiscal year is 
$3,250,000. 

Our obligations through November 30, 1952, have been $1,152,518, 
and we anticipate that approximately $600,000 additional will be 
needed to meet these obligations during the present year. 

There is only a small amount of personnel involved in this item. 
The personnel that we hire are to enable us to operate the jails in 
Alaska. We have, as you will note, some 48 people. The appropria- 
tion prov ides for no additional personnel. 

Mr. CLEVENGER. Do you have that new jail in Anchorage? 

Mr. Bennetr. No, Mr. Congressman. We sent out plans and 
specifications yesterday to the Public Buildings Administration. 
Just what will hs appen to them in view of recent orders for the curtail- 
ment of construction, I do not know. 

Mr. Cievencer. For the Alaska prison, was the $49,000 for main- 
taining it? 
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Mr. Bennett. That is included in the total of $600,000. That is 
the proportionate amount. 

Mr. CLevENGER. I imagine the cost of maintenance up there is 
considerably higher than in the States? 

Mr. Bennett. Oh, yes. It is very expensive. 

Mr. CLevENGER. For the 6-month operation, how are you running? 
The increase in cost is how much? 

Mr. Bennett. Actual obligations for the first 6 months of the 
current year, totaled in terms of dollars, amount to $1,404,381. 

If we project this same amount for the second half, it will make a 
total requirement of $2,808,000. However, on the basis of our past 
experience, we know that the jail population during the second half of 
the year will exceed the amount during the first half, because during the 
first half of the year we have the summer months, when courts are not 
in session. It is on that basis of experience that we project the total 
amount required for this year of $3,000,000. If we multiply the actual 
obligations for the first 6 months of this fiscal year by 2, we have 
$2,808,000; but, because we know from experience it runs higher in the 
second half, we estimate the total requirement for this year to be 
$3,000,000. 

Mr. CLevencER. The 1952 expenses for the first 6 months were 
how much? 

Mr. Bennetr. You mean for 1951, I think? 

Mr. CLevenceR. Fiscal year 1952. 

Mr. Bennett. Our total obligations through December 31 were 
$1,292,675. For the similar period during the present fiscal year, it 
was $1,404,381, an increase of $111,706. 

This appropriation, Mr. Chairman, you understand, can be used 
for no purpose other than this; and if there is any overrun, of course, 
it goes back to the Treasury. It is not available for any other purpose. 

Mr. CLEvENGER. It is carried back into the Treasury. 

Mr. Bennett. That is right. 

Mr. CLevencer. Any questions, gentlemen? 

Mr. Bennett. Thank you, gentlemen. 1 hope I do not have to 


come up again on this item. It is awfully hard to calculate these 
expenses. 


IMMIGRATION AND NATURALIZATION SERVICE 


WITNESSES 


S. A. ANDRETTA, ADMINISTRATIVE ASSISTANT ATTORNEY GEN- 
ERAL 


ARGYLE R. MACKEY, COMMISSIONER, IMMIGRATION AND NAT- 
URALIZATION SERVICE 

A. C. DEVANEY, ASSISTANT COMMISSIONER 

E. A. LOUGHRAN, ASSISTANT COMMISSIONER 

DALE FRANCIS, BUDGET OFFICER 


_ Mr. Crievencer. Next is the Immigration and Naturalization 
Service. 
SALARIES AND EXPENSES 


For an additional amount for “Salaries and expenses’’, $1,725,000; and appro- 
priations granted under this head ie the fiscal year 1953 shall be available for the 
purchase of eighty-two additional passenger motor vehicles in addition to those he 
tofore provided. 
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Summary of requirements, fiscal year 1953 


Estimated total requirements, fiscal year 1953 $42, 004, 000 
Appropriation to date (adjusted) - - -- 40, 279, 000 


Recommended supplemental appropriation 1, 725, 000 


By projects or functions | available, estimate, 
1953 | 1953 


| 
Presently Revised 
| Increase 


. Inspection for admission into the United States ; $10,097,100 | $10, 411, 600 +$314, 500 
Detention and deportation ..| 10,214,600 10, 723, 600 | +509, 000 
3. Naturalization : | 3, 1 123, 600 | 3, 354, 700 | +231, 100 
. Patrol for prevention and detection of illegal entry | 6, 5 6, 799, 600 | _- 
. Investigating aliens’ status 6, 975, 7, 646, 100 | +670, 400 
. Alien registration 853, 7 853, 700 | - 
7. Executive direction 57, 57, 100 | 
3. Central administrative services ; 2, 157, 600 | 2, 157, 600 | 


Total ; ; 279,000 | 4: 004, 000 | +1, 725, 000 


GENERAL STATEMENT 


Mr. Mackey. I have a statement here. I would like to hit the 
high spots and submit it for the record. 

Mr. ae an, We are presenting a supplemental estimate for the 
fiscal year 1953 for the reason that the Immigration and Nationality 
Act, Public Law 414, which became effective December 24, 1952, 
contains many far-reaching changes in immigration procedures, 
exclusion, deportation, citizenship, naturalization, denaturalization, 
and expatriation. It also places upon the Government responsibility 
for substantial costs of detention, hospitalization, and deportation of 
aliens which heretofore have been reimbursable by transportation 
lines or handled directly by transportation lines without Federal 
appropriations being involved. This new law was passed by the 
Congress on June 27, 1952, too late for inclusion of cost estimates in 
connection with the current 1953 appropriation, and that is one of the 
reasons we are up here today. 

We are asking for a supplemental appropriation of $1,725,000 to 
cover administration and enforcement of the new law. 

I should say at the outset that our 1954 estimates, approved by the 
Bureau of the Budget, provide for 751 additional positions on account 
of Public Law 414. In this supplemental estimate we are asking for 
funds to begin the immediate recruitment of 652 of these new positions, 
average effective date April 15, 1953. That will be 652 plus the items 
necessary to equip the new force, and the additional obligations 
devolving upon the Government on account of legislative releases 
granted transportation lines for expenses of detention, hospitalization, 
and deportation of aliens. 

I would like to take up each major activity of the Service affected 
by the new act. 

INSPECTION 


The first will be inspection. 
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VISA PETITIONS 


Under the new act all immigrants coming to the United States, 
with comparatively few exceptions, must be the beneficiaries of 
approved visa petitions filed in their behalf with the Immigration 
and Naturalization Service. This represents a new trend in immigra- 
tion legislation, inasmuch as these persons formerly made their appli- 
cations for immigration visas directly to the American consuls, who 
are Officials of the State Department, in the countries where they 
applied for their visas. 

Any delay in processing these applications would seriously — 
the normal flow of immigration into the United States and work : 
hardship on people in the United States petitioning for these new 
immigrants. These petitions must be examined and processed as 
quickly as possible after they have been filed. Based upon statistical 
records reflecting the average of the past 5 fiscal years, this new pro- 

vision of law adds approximately 73,000 visa petitions to the annual 
wom of the Service. To handle this increase we need 23 adjudi- 

cators and 23 clerks. This is justified on page 48 of the justification. 


INSPECTION AT PORTS OF ENTRY 


Under the Immigration and Nationality Act, new requirements and 
controls over the admission of alien seamen have been enacted. This 
legislation requires the inspection, in considerable detail, of every 
seaman applying for admission to the United States under all laws 
relating to the exclusion of aliens and the issuance of documents 
authorizing shore leave in appropriate cases. Neither of these require- 


ments existed in earlier legislation. Since many of the larger ships 
arriving in the United States ports have crews as large as 1,200 men, 
and remain in port for less than 24 hours, examination of these crew- 
men cannot be deferred. For this new work, as well as the additional 
time required for inspecting other arrivals at ports of entry in con- 
nection with new grounds for exclusion, there is required the time of 
50 immigrant inspectors, and we felt that 50 immigrant inspectors 
would be required. However, the new law also establishes a procedure 
under which the secondary inspection will be accomplished by only 
one officer in contrast to prior procedure where two officers were 
required. This releases the time of 45 officers, so that the net increase 
required for inspection at ports of entry is 5 officers and 5 clerks, 
instead of the 50 we first thought we might need. 

May we go off the record? 

Mr. CLEVENGER. Yes. 

(Discussion off the record.) 

Mr. Covupert. May I ask one question at this time, Mr. Chairman? 

Mr. CLevenGeErR. Yes: go right ahead. 

Mr. Couprert. You do not have to examine a crewman more than 
once in his lifetime; do you? You do not go through the routine each 
time a crewman comes into the country; do you? 

Mr. Mackey. Yes, sir; he is examined on each arrival. 

Mr. Coupert. You mean to say after a crewman has been examined 
and cleared, you cannot give him a certificate or a number, or put his 
name on the list so the next time he comes in you do not have to go 
through the routine? 
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Mr. Mackey. Yes, sir: because we do not know what contacts he 
might have made and there is the question as to whether his status 
might have changed while he was on shore leave abroad. 

Mr. Couprrrt. Is that required by the act? 

Mr. Mackey. That is required by the act. 

Mr. Devaney. I would like to say something in connection with 
that. 

Let us take as an example, the Queen Elizabeth, or Queen Mary, 
on that type of ship most of their seamen are round-trippers, and 
on a crew of 1,200 or such on a ship of that type there may be a 
change in the crew of approximately 200 to 300 new seamen. Now, 
they may have been examined by us, but maybe months ago and in 
the process we may have received a confidential look-out on any 
number of those seamen. That has happened, and such contact may 
have contained security information against the individual seaman. 

Now, we have found from experience “that it is absolutely necessary 
that we see the seaman each trip to make sure that he has his condi- 
tional landing permit, which is required under this new act. 

Mr. Coupert. Whom does he get that from? 

Mr. Devaney. From the immigration office on his first trip there. 
That document is good for any number of entries during the year, 
provided he enters the United States at the same port and is on the 
same ship. 

We have to maintain in connection with the entry of every seaman 
an index—a central index of the arrival of every seaman, because 
the security agencies in testifying before the committees considering 
the Immigration and Nationality Act stated they wanted a central 
index in our headquarters, showing the admission of every alien into 
the United States so that, as I understand, if in the future we want 
to know whether Joe Smith was in here, we can go to the indexes and 
know he was in here and that he entered at New York at a 
certain place. 

Mr. Coupert. I understand that; that is obviously so, but surely 
it does not take your inspector as long to examine him on his fourth 
trip to the United States, the fourth trip having taken place 6 weeks 
after the third trip. 

Mr. Devaney. Obviously not, nor do we contemplate that in our 
operation. 

On the first trip it takes about 10 to 15 minutes, and on the sub- 
sequent trips on ships—the better ships like the (ueen Mary and the 
Queen Elizabeth—it takes 3 to 5 minutes and maybe less. 

Mr. Covuprert. Would you not give him a certificate and let him 
through if you have not received some security question on him? 

Mr. Devaney. You have to remember that when you call up a 
seaman, it takes a little time to look at the information to make sure 
he is the right individual. You have to look at his passport to make 
sure he has that document and, as required by the act, you must 
noe at his conditional landing permit and you must stamp it. We 

‘an rush it, but we are not going to, because we have an order from 
a committee not to do it. I think the act demands that we give 
these seamen a thorough inspection. This has been one area where 


we have been criticized some, and perhaps justly so, but we are going 
to clear that if we can. 
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Mr. CLEVENGER. I might say this: there seems to be some resent- 
ment since the passage of this act by people who even intimate that 
we do not have any right to check who comes and who goes into the 
United’ States, and we want to be sure that we are not appropriating 
money to the forces who might compromise with the enforcement of 
the act. 

Mr. Rooney. I do not think that was the basis for the objection 
to the act on the part of many of those who fought against it at all. 

Mr. Cievencer. It has been attacked by Members of C ongress of 
both bodies. 

Mr. Devaney. I have never read of it being criticized on the basis 
that we had no right to check who comes and goes in the United States. 

Mr. CLEVENGER. There are a lot of people who oppose this, if you 
saw their comment in the releases to the press and over the radio, 
and who seem to think we are running a place over here for anyone 
to come and that we have no right to say who shall enter the United 
States. 

I do not think that because someone in some foreign land wants 
to come here that we have not a perfect right not only to limit by 
number, by race, or by skills if we do not need them, but I think we 
have the right to protect our own people. 

Mr. Devaney. That is the right of every country for its own 
security. 

Mr. CLevENGER. I want to be sure we are not just appropriating 
money for some capricious faultfinding with the act. 

Mr. Devaney. Could I make a statement as to that viewpoint 
there? 

Mr. CLeEvENGER. Yes, you may. 

Mr. Devaney. We have met with the seafarers union and with the 
International Transport Workers Union and we explained our pro- 
cesses under this new act, and as I gathered from them and from their 
releases out of London where they had their international convention, 
they said they were in favor of the Immigration and Nationality Act. 
They did, however, and are going to ask us on Friday at another 
meeting if we can change some of our processes under the act that have 
worked some hardships on the matter of shore leave for some of their 
seamen. That is an internal operation and perhaps something can 
be worked out to relieve the hardship for some individual seamen. 
But they have no opposition to the general provisions of the act, so 
far as seamen are concerned. 

Now, there have been stories in the press, but they have been dis- 
torted, and I have that from word of mouth from the headquarters 
of the unions themselves. 

Mr. Coupert. Mr. Mackey, has your department exhausted the 
possibilities of laborsaving and moneysaving cooperation from the 
steamship companies in providing information and lists of seamen? 

Mr. Mackey. Well, Congressman, we do receive, of course, from 
the steamship companies for each of their ships an advance crew list. 
In other words, most of the lines have agreed to that now and that 
gives us an opportunity in advance of the arrival of the ship to check 
that crew list against our security reports. 

Mr. Coupert. That is what I was getting at. 

Mr. Mackey. That has helped materially. Of course, some of 
them have not come around to it, but we are working on it, because 
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if the ship arrives at the port of New York, you have a large crew 
and you have to check off that crew against your list. It is a time- 
consuming job and if you can do it in advance, you can see the ad- 
vantage of it. 

May I proceed, Mr. Chairman? 

Mr. CLEVENGER. Any other questions at this point? 

Mr. Mackey. The new Immigration and Nationality Act also 
provides a mandatory change of status of lawfully permanent resident 
aliens to that of nonimmigrants. Section 247 of that act requires 
a change of status of lawfully permanent resident aliens to that of 
nonimmigrants if such aliens had at the time of entry or subsequently 
acquired an occupational status of Government official, treaty trader 
or official of an international organization, unless the alien signs a 
waiver of his diplomatic rights and immunities. 

After appropriate investigation the adjustment of status in these 
cases will require a notice of intention and interviews in the majority 
of cases. We are i, CII 12 adjudicators and 12 clerks for this 
me throughout the Nation. 

You ge ‘ntlemen understand that since an alien is here for permanent 
residence and later on he may become employed by an embassy or 
legation in Washington, as such an employee, he is entitled to all the 
immunities of an employ ee of a foreign government, 

The act, in substance, says “If you want to remain here as an 
immigrant for permanent residence, you have to waive your 
immunities.”’ 

Mr. Rooney. How many suc h eases do you anticipate between now 
and the end of the fiscal year? 

Mr. Mackey. I think our estimate will show that. 

Mr. Roonry. Where do we find this statement with regard to 
limitations? 

Mr. Mackey. There is no statement. 

Mr. Rooney. Can you tell us how many such cases you anticipate? 

Mr. Devaney. So far as that particular item is conc erned, Congress- 
man, we have had no prior experience, and the figure we have there, | 
might say, is an estimate: 

We do know that through the years we have had a great number of 
those cases come to our attention for consideration in other matters, 
and admittedly, it is an estimate. Ido not think any more could be 
added to it. 

Mr. Rooney. It sounds like a very healthy estimate. 

Mr. Devaney. I only can say this, Congressman, that that partic- 
ular section is now giving us just about as much trouble as any other 
section in the act, because they are applying for reentry permits and 
we have had a lot of them. We have had to say “You cannot get 
your permit until you come in under this provision.’’ Secondly, we 
have them applying for entry at ports of entry and in some cases we 
are holding up diplomats and we have had to let them in. 

Mr. Couperrt. Is a very large proportion of them U. N. diplomats? 

Mr. Devaney. Yes, sir, quite afew. I know out of the New York 
office they have been applying for reentry permits and they have been 
instructed that they have no right to permits until they comply with 
section 247 of the act. 
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Mr. Coupvert. How are you handling it today? Suppose you get 
no funds for these 12 adjudicators, w hat would you do? You must 
be doing something with those things today. 

Mr. Devaney. This act has been in effect since December 24, and 
in many of our areas we have backlogs. 

Mr. Rooney. You have had no funds whatever since the date of 
the passage of this act? 

Mr. Devanry. None, and, consequently, the job is difficult and the 
holdup is tremendous. If you talk to any of our offices in the country 
today, they will tell you they are swamped and they are swamped 
because of this new act, and we have given them no additional help. 
We had to make a good many inspections in New York and had to 
supplement the inspector force with other help. This is not a good 
policy because you get poor inspection when you do not have trained 
personnel to do the job. This is something that needs rectifying and 
that is what we are here to try to correct. 

Mr. Rooney. Is that not your experience generally when new 
legislation is passed which causes a problem like this which is serious 
until you get adjusted to it? 

Mr. Devaney. When you consider that the 1917 act and the 1924 
act have been on the statute books for years and people knew how 
to operate under them, but yet there were many questions under that 
law, and, then, suddenly, it was changed in perhaps a dozen major 
items, the public quite naturally does not have a lot of information as 
to how it is working. The airlines and the transportation companies 
and everyone are concerned. When you start dealing in this field, you 
affect all walks of life. Consequently, we have tried to give them 
service, but I do not think we can give it today. 

Mr. Rooney. But over a period of time will not your existing 
personnel become accustomed to this situation and be able to take 
it in stride? 

Mr. Mackey. I hope so. 

Mr. Roonry. They will learn. 

Mr. Mackey. I am sure they are going to take care of the added 
provisions which the Congress put into the law. 

Mr. Couperr. There are alternative provisions in some cases, are 
there not? 

Mr. Devaney. A different way of doing the operation? The sit- 
uation Mr. Mackey was referring to under the old 1924 act, the only 
petitions that were required to be filed with the Service were the 
relative groups. Those petitions must be filed with our organiza- 
tion and that is a document which has to be issued and when you 
consider you may have 150,000, that is a considerable job, and we 
do not have the help to do it. 

Mr. Covuprrt. That is going back to another point with reference 
to your adjudicators for these diplomats. It seems to me that should 
be an item you can take in your stride without adding personnel to 
do it. 

Mr. Devaney. The trouble is, you have a lot of items you cannot 
take in your stride and there are others you can. 

Mr. Couprert. Are not these 12 adjudicators for the one item, 
which is under the heading of ‘‘Mandatory change of status from 
permanent resident to nonimmigrant’’? 
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Mr. Devaney. We have 16 different districts throughout the 
United States. 

Mr. CLeveNGeR. You are asking for 42 new adjudicators under 
this section of the act, are you not? ; 

Mr. Devaney. That is a total, including other items of work. 
I do not know if Mr. Mackey has come to the nonimmigrant cat- 
egory where again there is additional work for us. 

Mr. Couprrt. That is the point Mr. Rooney raised. 

Mr. Mackey. Now, we are dealing with other application work. 

Another new requirement under the Immigration and Nationality 
Act is that petitions must be filed for importation of nonimmigrant 
aliens. That is, for the importation of aliens who are coming here 
for temporary employment who are of distinguished merit and 
ability, or (2) who are coming to perform temporary services or 
labor, or (3) who are industrial trainees. 

Also, statutory authority has been provided for the first time 
for revocation of visa petitions which have been approved for immi- 
grants and nonimmigrants. 

The new law enlarges the classes of aliens requiring permission to 
reapply for admission to the United States by adding, (1) aliens re- 
moved as alien enemies, and (2) aliens removed at Government 
expense in lieu of deportation. For these phases of the additional 
work and its central direction there are needed 10 adjudicators and 10 
clerks. That is on pages 49 to 55 of the justifications. 


CENTRAL INDEX 


The new law requires that there be established in the central office a 
central index of all persons admitted to the United States or excluded 
therefrom. This index is to be used primarily for security and other 
law-enforcement agencies of the Government. 

Under prior law, no record of admission was created in the cases of 
the vast majority of aliens crossing the land borders from Canada or 
Mexico. The Service will be required to obtain information from 
aliens, variously estimated from 2 to 10 million persons, to be indexed 
in the central office. Our estimate of the additional clerical personnel 
of 58 positions is based upon an estimated annual workload of 3,800,000 
index cards consisting of 400,000 records of individual crewmen, 
3,000,000 records of individual crossers from Canada, and 400,000 
records of holders of border-crossing identification cards. The esti- 
mate provides only for the additional clerical time involved. No 
specific provision has been made for the additional time which inevi- 
tably will be required of officers. This appears on pages 41 to 47 of 
the justifications. 

GUAM 


The act places Guam within the definition of ‘United States,’ thus 
requiring that the Service shoulder complete responsibility for ad- 
ministration and enforcement of the immigration and nationality 
laws in Guam. This heretofore has been largely handled by the 
island government. For the past few months we have had a small 
detail stationed in Guam in prepatation for transition in an orderly 
manner of responsibility for the island government to the Federal 
Government in accordance with the new law. A permanent force of 
12 employees is required for all Service activities including inspection, 
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investigation, and deportation. This appears on pages 85 to 88 of 
the justifications. 


DETENTION AND DEPORTATION 


The Immigration and Nationality Act relieves the carriers almost 
wholly from responsibilities for expenses of detention, hospitalization, 
and deportation. 

Mr. Cirevencer. Would you like to insert the balance of your pre- 
pared statement in the record at this point? 

Mr. Mackey. Yes, sir, I can do that. 

(The statement referred to is as follows:) 


DETENTION AND DEPORTATION 


Expenses shifted from carriers to Government.—The Immigration and Nationality 
Act relieves the carriers almost wholly from responsibilities for expenses of deten- 
tion, hospitalization, and deportation. Records for the past year show that the 
annual costs of these services heretofore borne by the transportation lines amount 
to $643,700 for maintenance and detention, $80,000 for hospitalization, and 
$163,300 for deportation—a total of $887,000, which now becomes an aunual 
charge against the Federal Government. The cost for the effective period during 
this fiscal year, i. e., December 24, 1952, to June 30, 1953, is $455,200 (pp. 60 to 
62 of the justifications). 

NATURALIZATION 


The effect of the Immigration and Nationality Act upon the naturalization 
workload of the Service is principally quantitative rather than qualitative. The 
racial barrier to naturalization has been removed, thus making about 75,000 
aliens—mostly Japanese and Koreans—potentially eligible to file petitions for 
naturalization. We have been advised by the Japanese-American Citizens League 
that one of its primary objectives is the early naturalization of all resident alien 
Japanese made eligible by the new act. 

Another very important workload change brought about by the new act is 
the elimination of the declaration of intention as a prerequisite to naturalization. 
This means that approximately 114,000 alien applicants, already having the resi- 
dential requirements for naturalization, will not be required to wait 2 years 
after the filing of declarations before they may file petitions. Thus, including 
75,000 formerly ineligible because of race, we have facing us an estimated imme- 
diate additional workload of 189,000 applications to file petitions. For budget 
purposes we are programing this additional workload over an approximate 3- 
year period. The additional force we are requesting is based upon handling 
one-third of the total additional workload the first year, or 63,000 petitions over 
and above the volume of 112,000 we would have expected to handle had the 
law remained unchanged. Using a production rate of 900 petitions per officer- 
year, which is extremely optimistic, we are requesting 70 additional naturaliza- 
tion examiners. Ordinarily this increase in officer foree should be matched by 
an equivalent increase in the clerical force. However, the saving in time resulting 
from dropping the requirement for declarations of intention is estimated at 21 
positions, so that a net increase of 49 clerks is requested for this purpose (pp. 
65 to 67 of the justifications). 

The new law not only enlarges the classes of aliens eligible for citizenship but 
also makes changes concerning expatriations which increase substantially problenis 
involving determinations of citizenship status. Also involved is more work in 
connection with 

(1) Appeals from denials of certificates of derivative citizenship; 
(2) Cancellation of certificates of citizenship issued administratively ; 
(3) Naturalization cases presenting novel legal problems which are trans- 
mitted by field offices; 
(4) Appeals from denials of applications for exemptions regardiig con- 
tinuity of residence required for naturalization; 
(5) Appeals from denials of applications for duplicate certificates of 
naturalization ; 
(6) Special certificates of naturalization; and 
(7) Naturalization certificates in changed name. 
For this additional work the estimate includes 5 adjudicators and 6 clerks (pp. 67 
and 68 of the justifications). 
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INVESTIGATION 


The Immigration and Nationality Act increases extensively the investigativ« 
responsibilities of the Service. Meeting these responsibilities effectively depends 
largely upon authorization of additional investigative personnel. Among the 
more significant provisions of the new law, with respect to personnel required fo 
investigations, are the following: 

Inve stigation of petitions for naturalization. The statute makes it mandatory, 
for the first time, that a personal neighborhood investigation be conducted in the 
case of each petitioner for naturalization except in the limited number of cases i1 
which the Attorney General waives such investigation. There can be no ques- 
tion but that the time to ascertain fitness for naturalization, possible subversive- 


ness, ete., is certainly before, rather than after, naturalization. As explained a 
few minutes ago under the discussion of naturalization, we anticipate that 175,000 
petitions will be filed during the first year. This takes into consideration the 


normal volume plus one-third (over a 3-year program) of the new applicant 
under the changes in the law concerning racial eligibility and requirements for 
declarations of intention. For the investigative work in this connection we are 
requesting 113 investigators and 45 clerks. These ordinarily would be enough to 
accomplish about 102,000 investigations of this type per year (pp. 73 to 75 of the 
justifications). I must stress that this new requirement will cause our entiré 
naturalization process to bog down unless we get the investigative personnel to 
do this job. 

Control of alien crewmen.—Control of alien crewmen is a major problem that 
has long defied solution because of the volume. Now, for the first time, the Servic: 
has some effective deterrents and means of enforcing the lawas tocrewmen. The 
Immigration and Nationality Act requires for the first time that a crewman allowed 
temporary admission be granted a “‘conditional permit to land.’”’ The new law 
provides for revocation of this conditional permit upon determination that the 
alien is not a bona fide crewman. There are more than a million arrivals of 
alien crewmen annually. Approximately 40,000 have heretofore been annually 
ordered held on board the craft on which they arrived prior to the effective date 
of the Immigration and Nationality Act. This lends emphasis to the point that 
additional personnel is needed to enforce this provision for closer control over the 
temporary stay in the United States of alien crewmen permitted to land. We 
have been very conservative in making Our personnel request for this important 
work— 10 investigators and 4 clerks (pp. 75 and 76 of the justifications). 

Leads through employment records.—The Immigration and Nationality Act 
requires the Federal Security Administrator to furnish, upon request, information 
available from that Agency’s records regarding the identity and location of aliens 
in the United States, as well as notification whenever any alien is issued a social 
security account number and social security card. For the first time, our Service 
will be able to utilize this most valuable means of discovering aliens illegally here, 
and of tracing aliens whom we know are here illegally but whose whereabouts 
we do not know. To make just a beginning in the use of this new enforcement 
aid, we are asking for 10 investigators and 4 clerks (pp. 76 and 77 of the justifica- 
tions). 

Admissibility of former subversives—The Immigration and Nationality Act 
permits an alien excludable on subversive grounds to enter the United States if 
he establishes to the satisfaction of the Attorney General that (1) for at least five 


- immediate prior years he has actively opposed the subversive organization with 


which he was formerly connected and (2) his admission to the United States would 
bein the public interest. A detailed report must be made to Congress in the case 
of each alien so admitted. For security reasons we must make exhaustive investi- 
gations in these cases. While the volume will not be large, these cases will take 
up a great deal of investigative time. We are asking for 10 investigators and 4 
clerks to do this important protective work (p. 77 of the justifications). 

Miscellaneous other provisions.— Many other provisions of the new act expand 
the investigative workload. The law adds new requirements for investigation in 
connection with new types of petition cases, new excludable classes, new deportable 
classes, new mandatory grounds for denying discretionary relief to an alien, and 
many other new requirements. These are spelled out in detail on pages 78 to 80 
of the justifications before you. The most important single category of these is 
the new excludable grounds and deportable grounds empowering the Service to 
act in the cases of narcotic traffickers and narcotic addicts. 

The task of discovering and expelling from the United States aliens who are here 
illegally relates to internal securtiy in a most literal sense. So that we may move 
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toward that objective under the broadened investigative responsibilities prescribed 
by the Immigration and Nationality Act, the estimate includes increases of 94 
investigators and 31 clerks. 

Central direction and liaison.—Efficient use of the field investigative force 
requires expeditious decisions and directives pertaining to the new law and regula- 
tions, as well as adequate training and central coordination of the overall force. 
\lso, the Immigration and Nationality Act requires the Service to maintain 
‘direct and continuous” liaison with the State Department’s new Bureau of 
Security and Consular Affairs, the Federal Bureau of Investigation, the 


Central 
Intelligence Agency, and other security offices of the Government. 


To implement 


these new provisions of the law we are requesting 3 investigators and 7 clerks in 
the central office (p. 81 of the justifications). 


OBLIGATIONS 


Mr. CLeveNGER. Mr. Commissioner, your total obligations for the 
first 6 months, what do they amount to? 

Mr. Loucuran. The total obligations for the first 6 months were 
$20,462,872. 

I might say, Mr. Chairman, if I may, that matching that up with 
our money available would show a balance of about $782,000. 

Mr. CLEVENGER. On hand? 

Mr. Mackpy. On hand; yes, sir. 

Mr. Loveuran. That apparent balance is because we have been 
ordered by the Bureau of the Budget to delay purchases which we 
normally would have made, such as on larger items of equipment: 
automobiles, trucks and aircraft, ferryboat repairs, and our card- 
punching contract. 

Mr. CLeveENGER. What were your total authorized positions for 
the first 6 months? 

Mr. Lovuacuran. The total authorized positions were 7,234. 

Mr. CLeEveNGER. And the positions filled? 

Mr. LouGcuran. The positions filled as of the end of December, 
6,968. I wn like to say that, with the money available, we could 
only actually carry about 6,996 positions. You realize, of course, 
there is a lapse of a little over 3 percent in our Service, due to turnover 
and due to the delay of filling the positions as required by the budget. 

Mr. Cievencer. This figure, of course, which you have submitted 
to us is probably an estimate and the best you could make under the 
administration of the new act? 

Mr. Mackey. Yes, sir, Mr. Chairman. 

Mr. CLeveNGER. | notice that you have here 80 automobiles. 
Could you tell us something about those? 

Mr. Rooney. I believe that figure is 82. 

Mr. Louauran. Two of the automobiles are for the Guam opera- 
tion, which you might say is a new operation of the Service and 80 of 
them are for the additional investigator force. 

Mr. Rooney. All over the country? 

Mr. LouGHran. Over the entire country; yes, sir. 

Mr. Coupert. I am just interested in the way the Commissioner 
works out his estimate and I note that somewhere along the line one 
of these items—he estimates that there are something like 114,000 
aliens who are applicants, already having residence requirements for 
naturalization. 

Do you mean individuals who have already filed their petitions for 
naturalization? 
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Mr. Mackey. We estimate that number based on those who are 
now eligible to petition for citizenship. 

Mr. Coupert. Well, then, it is not accurate to describe them as 
alien applicants yet? 

Mr. Devaney. But we know that those people by filing their 
declaration of intention were waiting for the period of time to run. 
From our records, we know now that they are potential petitioners 
for naturalization, if I make myself clear. 

Mr. Covupsrt. I am afraid you do not. You must have an average 
record over 11 years of the number who filed first papers. 

Mr. Devaney. Right. 

Mr. CovupEerr. You now say first papers have been eliminated and 
you apparently take the total alien resident population that is eligible 
for naturalization and you assume they are all going to apply? 

Mr. Devaney. Not necessarily. We know that there are so many 
declarations of intention which have been issued and we know for 
what period of time they were issued and on the basis of that we know 
we are going to have these petitions for citizenship. 

Mr. Coupgert. Do you have any estimate as to what percentage of 
those have not filed first papers? 

Mr. Devaney. Page 66 of the justifications gives that, Mr. Con- 
gressman, although the new law does not require a first paper on 
declaration of intention, yet 

Mr. Coupert. I understand that. 

Mr. Devaney. Many States require an alien to make a declaration 
of intention to become a citizen in order that he can get a fishing 
license or operator’s permit or for other reasons. So, we are issuing 
many first papers on declarations of intention, notwithstanding the 
new law. 

Mr. Covperrt. Is this estimate based upon the opinion that you 
will have a larger number of petitions for naturalization than you nor- 
mally would from the present alien resident population? 

Mr. Devaney. Exactly. 

Mr. Covuperrt. Because of the enactment of this new law. 

Mr. Mackey. With the added factor that the Congress wiped out 
the declaration of intention, making them immediately eligible because 
they have the residence. 

Mr. Devaney. If I had been here for 6 years, I would have to get a 
first paper and wait 2 more years before I could file the petition. 
Now, if I am here for 6 years or 5 years, I do not have to do that. 

Mr. Covupert. In your justifications you have this number of 
persons who under the old law would have filed declarations this 
year and next and that is based upon the averages of the preceding 
years, I take it. 

Mr. Mackey. That is right, and also a percentage of those that 
would have the residence requirement who are now going in and 
petitioning without waiting for a declaration of intention to run 2 
years like it had to under the old law. 

As an illustration of that we have a form and we have found from a 
survey in the first month of the effect of this act, that our form, 
known as N-400—that is the application to file a petition—that that 
has trebled in that month’s period over the prior 6-month period. 
We have just obtained these figures from our field offices throughout 
the country and the filing of that form has trebled in that month’s 
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time. Placing that against the last 6-month statement of the last 
year, We come up with that figure. 

Mr. CLEVENGER. Any questions, Mr. Bow? 

Mr. Bow. No questions, Mr. Chairman. 

Mr. Rooney. This estimate was sent up to the Hill on the 10th 
of January of this year by the previous administration, was it not? 

Mr. Mackey. Yes, sir. 

Mr. Rooney. And the estimate at that time asked for $1,725,000 
and 652 additional employees? 

Mr. Mackey. Yes, sir. 

Mr. Rooney. Since that time has the new Attorney General, Mr. 
Brownell, inspected these estimates? 

Mr. Anprerta. No, sir, he has not. 

Mr. Roonry. Well, he has inspected some of them, has he not? 
For instance, in the last item in the justifications, we find that he says 
with regard to that particular item that he has not had time to famil- 
iarize himself with the problem. 

Mr. ANpretra. That is right. 

Mr. Rooney. In connection with section 208 of the current fiscal 
year appropriation act, Who has gone over this besides the Immi- 
gration Service? 

Mr. Anpretra. We have and we went over it with the Bureau of 
the Budget. 

Mr. Rooney. When you say ‘“‘we,’’ state for the record whom 
you mean. 

Mr. Anpretta. The Budget Review Committee in the Department 
of Justice. 

Mr. Rooney. Has the new Director of the Budget gone over this? 

Mr. Anprerra. I think so. He was at a Budget Bureau meeting 
that I attended. 

Mr. Rooney. Is this the recommendation or the request of the 
new Director of the Budget? 

Mr. ANpretrA. Yes, sir; it is. I mean by that, he knows about it; 
he or his representatives have been over it, I believe. 

Mr. Rooney. He has approved your coming up here today and 
giving testimony in support of a-request for $1,725,000 and 652 new 
positions? 

Mr. Cievencer. Has the Budget Director approved these re- 
quests—this request for 652 new positions? 

Mr. Anpret?rA. So far as I know, Mr. Clevenger, he may have. 

Mr. CLeveNGER. But has he approved them? Do you know? 

Mr. Anprerra. I presume he has inasmuch as they are over here 
and nothing has been done to withdraw them and I have had no 
indication otherwise that he has not approved them. 

Mr. CLevenceER. Have you any real assurance that these things 
have been approved? 

Mr. Anpretta. No, we have not, Mr. Clevenger; we have no 
positive information that Mr. Dodge himself has approved these 
particular estimates. 

Mr. Rooney. Will you please take this up with Mr. Dodge and 
get something from him in writing stating whether or not he makes 
this request for $1,725,000 and 652 new employees and submit it for 
the record? 

Mr. ANDRETTA. Yes, sir. 

(The information requested is as follows:) 
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FEBRUARY 9, 1953. 
Hon. Curr CLEVENGER, 
Chairman, Subcommittee on Appropriations, 
House u} Re prese ntatives, Washington, Dp: <. 

Dear Mr. CLEVENGER: The question was raised in your committee as to 
whether supplemental estimates submitted by President Truman January 10 
1953 (H. Doc. No. 62), have been reviewed by and meet with the approval of the 
present administration. 

The estimates for ‘‘Fees and expenses of witnesses’? and ‘‘Support of United 
States prisoners” have been considered by me and are justified as submitted. 
However, if the committee will authorize the Attorney General to make transfers 
within the present appropriations, we will undertake to save an equal amount 
from moneys appropriated for other departmental activities. 

You have already been informed relative to the general provision repealing 
section 208. 


In reviewing the estimate for the Immigration and Naturalization Service I 
find that the Service has accumulated a substantial saving in its first 6 months’ 
operation of the current fiscal year. Furthermore, I find that the Service has 
not yet had sufficient experience in operating under the new Public Law 414 for 
us to say with any certainty just what additional Sain will be involved during 
the balance of this fiscal year. I have instructed the Commissioner of Immigra- 
tion and Naturalization to.endeavor to carry on the additional burdens imposed 
by Public Law 414 within presently available funds, making whatever transfers 
from unexpended funds in other accounts that are necessary for the purpose. 
Accordingly, we are withdrawing in the interests of governmental economy the 
request for a supplemental appropriation of $1,725,000 made by the previous 
administration. 

Respectfully yours, 
HERBERT BROWNELL, Jr., 
Attorney General. 

Mr. Preston. Mr. Commissioner, can you make an estimate at 
this time as to the additional cost for enforcement of the new Immi- 
gration Act, annually? 

Mr. Mackey. Give me a moment or two on that, please. 

Mr. Preston. I am just wondering what it is going to cost. 

Mr. Mackey. Page 25 will give you that. 

Mr. Loveuran. This supplemental that we have in for $1,725,000 
the actual cost of this same supplemental during fiscal year, 1954, 
will be $4,941,000. 

Mr. Preston. That would be in addition to what you have been 
normally getting along on? 

Mr. Loveuran. That is right. 

Mr. Preston. That can be charged to the enactment of this law? 

Mr. Loucuran. That is right; but I would like to point out that 
we are asking for only 652 positions with this $1,725,000. There are 
99 additional positions required as we estimate it under Public Law 
414 which are not included in here, but will be included in our 1954 
estimate, the 99 positions being hearing officers and related personnel. 
When we get the investigators, they will develop the cases and the 
hearing officers will go on next October. 

Mr. Srxes. Do I understand that actually because of the lack of 
experience in this new field, the estimates both for the money and for 
the positions are primarily an educated guess? 

Mr. Devaney. May I speak to that? Mr. Congressman, I would 
say the money we are asking for here is based on our experience in 
our operations on this type of work before. 

Mr. Sixes. I am not seeking to indict you. I just want to know 
if this is the amount of money that you are going to require. Is it 
the best estimate you can bring us? 
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Mr. Mackey. The answer is “Yes.” 

Mr. Srxes. Can you provide for the record within a short time, so 
we will have it for the study of the committee, the estimated expen- 
ditures by months and the estimated employment by months during 
the period for which these funds and the additional positions are 
requested? 

Mr. Mackey. That will be furnished, Mr. Congressman. 

(The information referred to is as follows:) 


Estimate 


Month Additional Additional 
: employment obligations 


April 44() $960, 410 
May 2 429. 130 


June = 335, 460 
Total : (52 1. 725. 000 


220 on Apr. 1, 1953; 220 on Apr. 13, 1953. 
2 Includes payment of costs accrued from Dee. 24, 1952, for maintenance, detention, and hospitalization of 
aliens in cases where liability is shifted from the carriers to the Government under the terms of the Immigra- 
tion and Nationality Act 


WEDNESDAY, FesBRUARY 4, 1953. 
DEPARTMENT OF STATE 
SALARIES AND EXPENSES 


WITNESSES 


EDWARD B. WILBER, BUDGET OFFICER 

SAMUEL D. BOYKIN, ACTING DIRECTOR, BUREAU OF SECURITY 
AND CONSULAR AFFAIRS 

EDWARD S. MANEY, DIRECTOR, VISA OFFICE 

JAMES C. H. BONBRIGHT, ACTING ASSISTANT SECRETARY FOR 
EUROPEAN AFFAIRS 

HERMAN POLLACK, DEPUTY EXECUTIVE DIRECTOR, BUREAU OF 
EUROPEAN AFFAIRS 


IMMIGRATION AND NATIONALITY ACT 


Mr. Cievencer. This first item from the Department of State 
on the request for $360,000 is ready for consideration. We will 
insert the justifications at this point. 

(The justification is as follows:) 


Salaries and expenses, State 
(H. Doe. 62) 


tequest for 3 months from Apr. 1, 1953 $360, 000 
Appropriation to date 80, 580, 405 
Obligation to Nov. 30, 1952 ; , 33, 085, 229 
Expenditures to Nov. 30, 1952 21, 805, 969 
Buaget estimate next fiscal year 85, 784, 200 
Employment: 

Average number, current appropriation __- ; buts def 12, 637 

Number involved this estimate ‘ 147 

Actual employment Dec. 20, 1952 i F she 12, 430 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This proposed supplemental appropriation is needed to provide for the addi- 
tional workload in consular activities occasioned by section 104, section 212 (d) (3) 


and section 221 (f) of the Immigration and Nationality Act (Public Law 414, 


approved June 27, 1952) and for an increase in the cost of foreign exchange. 


The Immigration and Nationality Act requires the issuance of individual visas 
for each crew member of all vessels entering the United States and the discon- 
tinuance of crew lists that have heretofore served as the basis for the admission 
of seamen to this country. December 31, 1953, has been administratively fixed 
as the effective date of this provision. : 

In addition, the act permits, under conditions acceptable to the Attorney 
General, the temporary admission to this country of certain aliens who are other- 
wise inadmissible. This provision of the law entails considerable additional 
consular work in the nature of investigations and reports required for such cases. 


PROPOSED LANGUAGE 
Salaries and expenses, State 


For an additional amount for ‘‘Salaries and expenses, Department of Staite,” 
fiscal year 1953, $360,000. 

Mr. CLeveNGeER. Who is going to justify those? 

Mr. Wixzser. Mr. Chairman, this item calls for information from 
two bureaus of the department. Mr. Boykin will present his part 
of it, and as it more particularly affects the operation of the Bureau 
of Europe an Affairs, Mr. Bonbright, the Acting Assistant Secretary 
will duscuss their requirements. 

Mr. C.ievencer. This is for the administration of the new 
McCarran law? 

Mr. Boykin. Yes, sir, Public Law 414. 

Mr. Chairman, I would like to introduce to this committee the new 
Director of the Visa Office, Mr. Edward Maney, who succeeds Mr. 
L’Heureux, whom some of the members of the committee have known 
for many years. 

Mr. CLevencer. We are glad to have you, Mr. Maney. 

Mr. Boykin. Mr. Chairman, I am to address myself to the part of 
the appropriation which concerns the request to administer the 
McCarran law, Public Law 414. 

You will remember that the Congress after conducting hearings for 
3 years through the Judiciary Committees of the House and Senate, 
came up with a law which was passed over the President’s veto, and 
which went into effect on December 24, 1952. 

They had very extensive hearings before enacting this law and they 
made it very clear that they wanted to insure that the law was properly 
administered and administered as efficiently as it could be. In doing 
that they set up a “watchdog committee” of the House and Senate to 
maintain continuous contact with the State Department and the 
Immigration and Naturalization Service. They went one step further. 

You remember this law, I believe is about 117 pages of closely 
typed print. It is a controversial one. They provided in the law 
for a reorganization somewhat of the set-up in the State Department, 
which is concerned with the administration of this law. 

Before, we had an Office of the Security and Consular Affairs and 
we had a Visa Division and a Passport Division, these being mostly 
concerned with the administration of the law. 

In the act, the Congress provided for a Bureau of Security and 
Consular Affairs and allotted to the Director of that Bureau certain 
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functions which they wanted carried out. In the committee’s report 
on the bill, they pointed out the necessity for maintaining very close 
coordination between the bac kstopping operation here conducted by 
the Visa Division and Passport Division and the field operations. 

Included in the law was a provision for a director of the Bureau who 
would have the rank and salary of Assistant Secretary of State. We 
have asked in this budget for a small increase of salary for that in- 
dividual. 

We have also asked altogether for 10 positions on a supplemental 
basis, or a total of $19,000. That would be spread out—those 10 
jobs—between the Bureau, the Passport Office, and the Visa Office. 

The law provides for the establishment of a general counsel which 
would be attached to the Visa Office and we feel it is equally necessary 
to have a general counsel for the Passport Office to handle the com- 
plicated citizenship provisions of the law. So, the amount involved 
here for the balance of the year would be $19,000. 

Now, with respect to the overseas aspect of this law, the principal 
workload, as we see it, Mr. Chairman, is that involved in connection 
with visas of crews of the various foreign vessels. Before, we used to, 
and still are, for the time being issuing crew-list visas. 

In doing that the consul would not have the time or the opportunity 
to screen to the extent necessary these various members of the crew 
of these various ships. 

The Congress has recognized the need for tightening up on the 
members of these crews, requirmg very much more careful screening. 
In doing that, they have required that each crewman be documented. 
It is for that purpose that we are asking for this $196,000 to cover the 
individual visaing of all of these various crew members. 

In doing that they must—the members of the crew—individually 
apply for a visa. Each crew member will be screened by the consul 
and in doing that screening, he will check with the various security 
offices in the various countries before issuing a visa. Until we can 
get adequately staffed, we are issuing these visas on a very slow basis. 

The workload is estimated at about 90,000 visas we will have to 
issue under this program during the coming year. Of course, these 
visas will be for a 2-year period and will be subject to renewal. 

In addition, there are many changes in the law on which the consuls 
will have to give interpretations. That will also be reflected in the 
workload that these consulates will have to perform. 

Mr. CLevencer. Does this provide for anyone in Europe and people 
riding the ships and checking the crews or for preliminary checking? 

Mr. Boykin. The Immigration and Naturalization Service will 
handle that. They will have the people on the ships who will screen 
the people and they have been doing that. They are issuing landing 
cards. So far they have had good success, although, I believe, they 
have had some trouble in connection with a few of the vessels, such as 
the French vessel, Liberte. 

Mr. CLevencer. That was just a sitdown strike, denying informa- 
tion. 

Mr. Boykin. Some crew members refused to answer questions. 

Mr. Couperrt. Is this issuance of a visa to a crew member an 
alternative to the screening by the immigration authorities? 

Mr. Boykrn. It is in addition to that. 
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Mr. Coupert. Do you mean to say, as the departments interpret 
this act, that every crewman abroad has to go through the routine of 
qualifying himself for a State Department visa? 

Mr. Boykin. Yes, sir. 

Mr. Coupert. Then when he gets there he has to be screened by 
the immigration authorities, when he gets on the ship and gets here? 

Mr. Poyxtin. Yes, sir, he has to do that. 

Mr. Couperr. Then, what is the value of the visa? 

Mr. P-oyxrn. The visa has this value: The Immigration and Nat- 
uralization Service is unable, of course, to have access on this side of 
the Atlantic to the security information which is available in these 
foreign countries relative to these various crew members and the 
consuls are in a position to get that information in the countries 
overseas. So, consequently, it is advisable to visa these people and 
screen them overseas before they come here. 

Mr. Covuperrt. Is a seaman subject to any different conditions in 
the screening operation than any other alien who applies for entry 
into the United States? 

Mr. Poyrxrn. No, sir. 

Mr. Couperr. Other aliens, when they get their visa, are entitled 
to come here and go about at will and they are nat interfered with 
by anyone; is he, upon being asked to submit his passport? 

Mr. Poyxin. No, sir; the immigration authorities have a right and 
do in many instances interview these people and screen them before 
they allow them to come in, even though they have a visa. 

Mr. Coupert. Is that a general practice? 

Mr. Boykin. I am unable to say how general it is. Maybe Mr. 
Maney can add to that 

Mr. Coupert. I have been on steamships a good many times with 
foreigners coming in with a visa and they simply send them to a differ- 
ent room on the ship and a different officer passes on their visa and 
they get off the ship. 

Mr. Boyxin. That is true. If the immigration authorities have 
any reason to believe that these individuals are inadmissible to the 
United States, they will screen them very carefully. 

Mr. Couprerr. Well, I was not speaking of those. I assume there 
are exceptional cases. I am speaking of the run-of-the-mill cases. 

What I want to get perfectly clear is that the administration agencies 
of the State and Immigration and Justice have construed this act to 
mean that these people go through precisely the same routine of any 
foreign applicant for admission goes through. Yet efter that has been 
completed by them and you acquire this large added increase in your 
staff for the purpose of handling this act, he has to go through all the 
same routine when he gets on the ship and gets here. It appears to 
me that for all practic al purposes the visa is valueless. 

Mr. Manry. May Isaysomething. The new law puts the issuance 
of the visa to the individual seaman on a certain basis. 

Mr. Couprert. How much duplication is there as you gentlemen 
construe the act? 

Mr. Maney. When a man bas an individual visa, I think, normally, 
the immigration authorities will pass him without further questioning. 
We are not issuing the individual visas yet. 

Mr. Couperr. Would that mean in your judgment that when you 
complete the operation of setting up the visa staff abroad so that all 
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foreign seamen can be visaed before they get on a ship, there would be 
nothing left for the immigration people to do? 

Mr. Maney. There are so many ships that come from places where 
they have no consulate. I think we will always have that problem. 
We have recently closed a consulate at Georgetown, British Guiana 

Mr. CouprErt. Does not the great mass of the seamen come in on 
the great ships that come into ports like New York and San Francisco? 

Mr. Maney. Yes, sir, most of them, but we have vast areas in the 
South Pacific where there are no consulates. We have recently 
closed a consulate at Tahiti. Our inmigration people will still have 
a lot of work to do and it is a trerendous problem, as you can wel! 
see, when the ships of the size of the Queen Mary cone in with a 
crew of nearly 1,000 crew members. We do not anticipate any 
trouble on the better regulated ships but it is the Greek or Fanamn a- 
nian ships which come m which are not manned with Greeks or Pana- 
manians, but by people from all over the world. 

Mr. Coupert. What | am trying to find out is whether you are 
duplicating your work. 

Mr. Manry. We have not started yet. 

Mr. CLevencer. Will there be any compensation in this new act 
that would save sore, or has the act brought about a new imposition 
of duties that we have to appropriate for? Is there any labor saving 
in this at all? 

Mr. Maney. It is the same compensation that we have always had. 
The cousul checks and then the immigration authorities are free to 
make their own findings. 

Mr. Cievencer. Will this act bring about the employment of 
additional personnel throughout the Service? 

Mr. Maney. Well, we conceive the issuance of individual seamen 
visas in sirall posts without additional help. It is a place like South- 
ampton, England with three ships leaving on a Saturday morning 
each with 700 or 800 seamen which will require additional staff. 
We could not possibly bandle that with a small staff. 

Mr. Couperr. All 800 would not be necessary for the first time. 
There could not be a complete turnover on all three ships. 

Mr. Maney. We have to establish them on an individual visa 
basis at some po int. 

Mr. Couprrt. Then, there will come e point when a great many of 
the seamen will have their visas. 

Mr. Maney. Even the British seamen’s visas will be valid for only 
2 years. That means half of them will have to be renewed every 
year and I do not think we should reissue these visas automatic rally. 
We should check to see if any additional information has come in on 
an individual since he was last issued a visa. 

Mr. Rooney. What about this matter of proposed increases in 
salary shown on page 6 of the justifications’ 

Mr. Boykin. The increase in salary is a the Director of the new 
Bureau. 

Mr. Rooney. This has been provided for under the law? Under 
the law is this mandatory? 

Mr. Boykin. Under the law he is entitled to the rank and salary 
of an Assistant Secretary of State. 

Mr. Rooney. And the $2,800 is to bring his salary up to that of an 
Assistant Secretary of State? 
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Mr. Boykin. Yes, sir. 

Mr. Rooney. I am glad I did not vote for the bill. If yeu had 
sustained the President’s veto we would not be confronted with all 
these budget estimates today. 

Mr. Wiser. Mr. Rooney, were you referring to the two salar 
increase items? 

Mr. Rooney. No, I referred only to the $2,800. 

Mr. Wixzser. The other was for Deputy Bureau Director who was 
promoted to a GS-16 administratively. 

Mr. Rooney. You have up to this point only discussed the $19,853 

Mr. Boykin. We have discussed the $19,000 and we have also 
covered the visaing crew duties, which includes the figure you men- 
tioned. I think the total amount is $196,000. 

Mr. Rooney. You still have another matter of $164,000 asked in 
connection with the alleged increased cost and rate of exchange in 
Czechoslovakia. 

Mr. Witsur. That is correct. 

Mr. Preston. Are you a Foreign Service officer? 

Mr. Maney. Yes, sir. 

Mr. Preston. Would you give us something of your background? 

Mr. Maney. I came in as a clerk in 1923, “and I was a noncareer 
vice consul for 5 years. 

Mr. Preston. You are from Texas, are you not? 

Mr. Maney. Yes, sir. I have been in Foreign Service since 192s, 
and I served in Latin America for about 17 years, and 3 years in the 
Far East. 

Mr. Preston. You were performing consular duties? 

Mr. Maney. Yes, sir. I was consul general in Buenos Aires and a 
consul in Southampton, London, Mexico City, Costa Rica, Formosa 
Nagasaki. 

Mr. Preston. That is a pretty broad sphere. 

Mr. Maney. Yes, sir. I was a Foreign Service inspector for 
2% years during which time I covered the Near East and Africa and 
also South America. 

Mr. Boyxry. He was also in charge of the whole visa operation in 
London during the war. 

Mr. Rooney. Let me ask this question: Has the new Secretary of 
State, or someone in high authority in the new regime, inspected 
these estimates and directed that they be presented in the amounts 
and number of requested positions that have been mentioned here 
today? 

Mr. Wiser. No, they have not yet been reviewed, Mr. Rooney, 
as a part of the over-all process which is presently being undertaken 
by the Bureau of the Budget. 

Mr. Roonny. Will you please submit for the record a statement 
from the Director of the Bureau of the Budget or the new Secretary 


of State, requesting that this committee favorably consider whatever 
amounts he decides upon? 


Mr. Wiiser. Yes, sir; we will. 

Mr. Rooney. And we shall want that right away before this comes 
to the markup. 

(The information requested is as follows:) 


The Bureau of the Budget advised that an expression from the newly appointed 
Secretary or his appropriate assistant would represent the Administration’s 


position as to the desirability of submitting these estimates. The views of the 
Department in this respect will be submitted to the committee subsequently. 
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Mr. Sikes. May I ask, since this is a new undertaking, what steps 
are being taken by the Department and by the Immigration and 
Naturalization Service to insure that there will be a minimum of 
duplication of effort? 

Mr. Maney. We will pass on the main eligibility abroad and the 
Immigration Service also has a right to look into the matter. 

Mr. Sikes. In what ways do you consolidate or correlate your 
activities so that there is a minimum of duplication? 

Mr. Maney. Whenever there is any question in our mind about a 
man’s eligibility, we consult with Immigration. 

Mr. Sixes. Are there 2 sets of records on each individual, 1 
maintained by the State Department and 1 by Immigration and 
Naturalization? 

Mr. Maney. I do not think they have any records other than the 
survey they may comple te or the form in the case of a nonimmigrant. 
Of course, these immigration visas have vital statistics records such 
as birth certificates and marriage certificates and things like that. In 
regard to the question of the ¢ Jearance of the seamen, the immigration 
officer on the ship can only ask questions. He does have some records 
but they are necessarily limited as he had to carry them on the ship 
On the other hand, when they issue a visa at Le Havre, they have the 
resources of the Embassy behind them to make a check. 

Mr. Coupert. Is there anything in the act that makes the appli- 
cation for a visa of an alien seaman mandatory? 

Mr. Maney. Yes, sir, as soon as practicable. 

Mr. Covpert. So that at some point it will become mandatory 
for the seaman to acquire his visa? 

Mr. Maney. Yes, sir. We have set a target date of December 
of this year. Whether we can meet that target date, 1 do not know; 
we may have to set it forward. When we are in a position to issue 
individual visas to all seamen who are entitled to them, we will 
no longer issue crew lists visas. It is not realistic to expect one 
man to issue a visa covering 900 individuals. 

Mr. Covupert. It seems to me at that point that the Depart- 
ment of Immigration would merely examine the visa and pass them 
on and that would save some. 

Mr. Boykin. Unless, of course, there is some reason to detain 
them. I think you will find that is what will happen. 

Mr. CievenGcer. About this Czechoslovakia item; who is going 
to discuss that? 

Mr. Wiizer. Mr. Bonbright, Acting Assistant Secretary of State 
for the Bureau of European Affairs 


INCREASE FOR COST OF FOREIGN EXCHANGE IN CZECHOSLOVAKIA 


Mr. Bonpriaut. I have a brief statement which I would like 
to make to the committee on this. 

Mr. CLEVENGER. Is it a prepared statement? 

Mr. Bonpricut. Yes, sir. 

Mr. CLevenGceR. We will hear you and receive the statement 
in the record at this point. 

(The statement referred to is as follows:) 
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STATEMENT BY JAMES C. H. Bonpricut, AcTING ASSISTANT SECRETARY OF 
STaTE, BuREAU OF EUROPEAN AFFAIRS 


I appreciate the opportunity to explain to this committee the reasons for th 
increased expense of maintaining our small Embassy at Prague which have mad 
it necessary to request a supplemental appropriation. 

We have been meeting the local currency expenses of our mission in Czecho 
slovakia with local currency received in payment under the surplus-propert, 
agreement with that country. This agreement provides for repayment in 25 
annual installments beginning on July 1, 1952, with interest at 2% percent per 
annum payable on July 1, 1947, and annually thereafter While payment is to be 
made in dollars, the agreement provides that the United States may request 
accelerated payments in local currency or in property to be credited against th 
dollar amount due the United States. We have utilized this facility to provide 
funds for operating our mission in Prague in order to conserve the use of ‘‘new 
dollars.”’ As of July 1, 1952, the unpaid principal owing on this debt amounted 
to $4,869,867.94. 

Until about May 20, 1952, Czechoslovakia had made all payments as required 
under the agreement. At that time it failed to supply the local currency equi- 

valent of $80,000 when requeste dtodoso. On July 1 it failed to meet the dollar 
payment of interest and principal then om amounting to $313,672.66. 

During the time the Czechoslovakian Government was making payment, the 
currency was acquired by the United States Government at 50 crowns to $1 
Through an accounting arrangement within the United States Government, the 
currency has been available to meet the expenses of the mission in Prague at 
400 crowns to $1. 

The failure of the Czechoslovakian Government to continue payments has 
forced us to acquire the crowns necessary to meet the expenses of maintaining 
our Embassy from Czech banks at the rate of 49.75 crowns to $1. This has 
increased our expenses eightfold. The local currency which the Embassy had on 
hand carried us through the first month of the current fiscal year. We had 
budgeted $23,000 to provide the funds necessary to meet the operating expenses 
of the Embassy at the 400 to 1 rate. At the 49.75 to 1 rate of exchange it will 
require $168,683 to acquire the local currency needed for operating expenses for 
the last 11 months of this fiscal year. The overnight jump of eight times the 
former expense of local purchases of foodstuffs and other essentials had a serious 
impact upon American employees of the Embassy and made necessary the pay- 
ment of cost-of-living allowances which formerly were not required. Cost-of- 
living allowances will amount to $16,400 this year. These increases were offset 
by the $21,083 remaining available for the expenses of the Prague Mission in the 
regular salaries and e xpenses appropriation to the Department of State. The net 
effect of the increase in operating expenses and the institution of allowances is the 
increase of $164,000 contained in the estimate now before you. 


Mr. Bonsricut. If | may, I would like to add just a few more 
words off the record. 

(Discussion off the record. ) 

Mr. CLevENGER. The committee stands adjourned until 2 o’clock. 
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WEDNESDAY, FEBRUARY 4, 1953. 
DEPARTMENT OF STATE 


WITNESSES 


WILLIAM P. HUGHES, BUDGET AND FINANCE OFFICER, INTER- 
NATIONAL BOUNDARY AND WATER COMMISSION, UNITED 
STATES AND MEXICO 

COLLINS CLAYTON, ACCOUNTANT, INTERNATIONAL BOUNDARY 
AND WATER COMMISSION, UNITED STATES AND MEXICO 

EDWARD B. WILBER, BUDGET OFFICER 


[INTPRNATIONAL BOUNDARY AND WATER CommMiIsSsION, UNITED STATES 
AND Mexico (FAaLcon Dam) 


CONSTRUCTION 


Mr. CLEvENGER. We will now take up a request for $2,500,000 
additional for construction, referred to on page 23 of House Document 
62. We will insert the justification at this point. 

‘The justification is as follows:) 


Construction, International Boundary and Water Commission, United States and 
Mexico 


(H. Doe. 62) 


Request for 3 months from Apr. 1, 1953 $2, 500, 000 
\ppropriation to date , 150, 000 
Obligation to Dee, 31, 1952 », 402, 122 
Expenditure to Dec. 31, 1952 5, 397, 967 
Budget estimate next fiscal year 9 300. 000 


Employment: 
Average number current appropriation 399 
Number involved this estimate 0 
Actual employment, December 31 347 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


This proposed supplemental appropriation is to provide the additional funds 
needed to meet contractors’ earnings on construction of Faleon Dam during fiscal 
vear 1953 and permit completion of the structure by November 8, 1953, the date 
stipulated in the Water Treaty of 1944. Unless additional funds are provided 
for the current fiscal vear it will be impossible to adhere to the present construction 
schedule which requires completion of the dam by November 1953, as established 
by the treaty. 

PROPOSED LANGUAGE 


Construction, International Boundary and Water Commission, United States and 
Mexico 


For an additional amount for ‘‘Construction’’, $2,500,000 to remain available 
until expended, 
JUSTIFICATION 


The Water Treaty of 1944 and Public Law 312 authorized the Rio Grande 
international dams program. This program includes the dams, power plants, 
and incidental installation at the three sites of the multiple-purpose storage dams 
to be built jointly with Mexico on the internatioral section of the Rio Grande 
below Fort Quitman, Tex. The lowermost dam is located at the Falcon site 
near the county line between Starr and Zapata Counties, Tex.; the middle dam, 
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if needed, will be located between the cities of Eagle Pass and Laredo, Tex.; and 
the uppermost will be located in the Big Bend area. Present studies indicate 
that only the lowermost and uppermost dams will be needed. 

Article 5 of the Water Treaty of 1944 requires that the lowermost, or Falco 
Dam, shall be the first to be constructed. Article 5 further provides that work 
op this dam shall have started within 2 years after approval of plans by the tw 
Governments. Construction began in December 1950 and, in accordance wit! 
the treaty requirement, is scheduled for completion by November 8, 1953. 

Construction of Falcon Dam is about 75 percent complete and is on schedule 
The completion contract has been let and notice to proceed will be issued in May 
1953. The Rio Grande is in the process of being diverted at the present time and 
it is expected that the final phase of diversion will be completed during Februar) 
Storage of water is likely to begin in March or April of 1953. 

Funds available for obligation in 1953 total $9,212,686. Estimated obligations, 
including contract earnings based on current construction schedules, total $11, 
712,686. Additional funds are required, therefore, in the amount of $2,500,000 
The effect of congressional action on the 1953 budget estimate reduced the amount 
available from the 1953 appropriation for Faleon Dam to $9,020,000 resulting ii 
a reduction of $2,736,500. The 1953 requirements include only those obligation - 
which are supported in detail, by either a recent confirmation from the contractor 
or an inspection report showing actual completion of work. 

If supplemental funds are not made available contract earnings will be limited 
to currently available funds—an action which, although permissible under existing 
contracts, would in effect negate existing priority ratings, plus causing a complete 
disruption of present construction schedules that have been carefully worked 
out and scrupulously adhered to by both our Government and the Government 
of Mexico. Neither Government would wish to accept the consequences of 
failure to comply with the 1944 treaty, especially since the work to date has been 
completely cooperative and represents the first joint construction undertaking 
under the treaty. Lack of funds in this, the critieal vear of construction, would 
assuredly place the United States in an embarrassing, if not an awkward position, 
if such a circumstance should obtain. 

The 1953 requirements have been held to the lowest amount possible and every 
opportunity has been used to carry requirements forward to 1954. - In addition, 
the ‘‘Land and rights’? item has been reduced from $1,629,500 to $1,000,000. 
This represents a calculated risk and, if heavy floods should occur during the 
winter of 1952-53 or the spring of 1953, it may result in the filing of claims for 
property damages against the United States Government. In addition, 1953 
requirements for relocation of Zapata have been reduced from $1,258,902 to 
$887,167. Further reductions might seriously impair this phase of the project 
and cause unnecessary hardship on the residents of the area in carrying out the 
minimum directives of the President in their relocation, as set forth in his letter 
of May 19, 1951. 


Mr. CLevencer. Who will present this item? 

Mr. Huaues. I shall, Mr. Clevenger. 

Mr. Cievencer. You are Mr. William P. Hughes, budget and 
finance officer for the Commission? 

Mr. Huaues. Yes, sir. 

Mr. Chairman, I have a prepared statement here outlining our 
situation in some detail. I will be glad if you wish to insert it for the 
record, and I will brief it very quickly for you. 

Mr. Cievencer. That is all right. 

(The statement submitted by Mr. Hughes is as follows:) 


CONSTRUCTION APPROPRIATION—INTERNATIONAL BOUNDARY AND WATER 
Commission, UniTep States AND Mexico, DEPARTMENT OF STATE 


PRINCIPAL WITNESS STATEMENT ON THE 1953 SUPPLEMENTAL FOR FALCON DAM AND 
POWER PLANT, $2,500,000 


The Water Treaty of 1944 requires that Falcon Dam shall be completed by 
November 8, 1953. As the committee knows, work on the project began in 
December 1950. 

As of January 1953, construction is about 75-percent complete and is slightly 
ahead of schedule. Bids for the completion contract were opened on October 24, 
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1952. It is expected that the notice to proceed will be issued in May 1953. The 
diversion of the Rio Grande was accomplished on December 29, 1952, about 2 
months later than originally planned, and it is expected that the final phase of 
diversion will be completed during February 1953. Storage of water is likely to 
begin in March or April 1953. 

Full information on the construction costs of the dam and power plants was 
made available to the committee before construction began. The original cost 
estimates of the facilities were set at $36,000,000 for the United States share, 
excluding the estimates for the cost of relocating the several communities on the 
United States side of the river that would result from the taking of lands for the 
reservoir site. The original assumption was that special legislation would be 
submitted to the Congress to cover these required relocation activities. As the 
committee is aware, the Bentsen bill was introduced into Congress in January 1951, 
as a basis for establishing a special legislative authorization and a special appro- 
priation for these relocation activities. The President, in his letter to the Secretary 
of State, dated May 16, 1951, indicated his disapproval of this bill and suggested 
that the United States Commissioner already possessed the necessary authority 
to perform all required assistance to the residents of the area under Public Law 786, 
approved September 13, 1950. As a result, the original estimate had to be in- 
creased by $3,000,000 to accommodate this additional work in connection with 
the relocation of these several small communities. Despite increased material 
cost and despite certain increases in costs due to necessary revisions in construction 
design, because of the material situation, there now appears no need for increasing 
the basic cost of the United States share of the project. Furthermore, the United 
States section believes, barring any unforeseen emergency, that the dam and 
power plants can be completed and all required relocation activities accomplished 
without increasing the cost of the United States share beyond the $39,000,000 
estimate. 

In view of the fact that all aspects of this, the first major joint undertaking 
under the treaty by the two Governments, have from time to time been fully 
discussed with the committee, we feel under compulsion to bring our need for a 
1953 supplemental in the amount of $2,500,000 to the committee’s attention, 
before assuming responsibility for taking the drastic action permitted under our 
existing contracts of limiting contract earnings, and thus disrupting construction 
plans. It would, in our opinion, be indefensible to claim inability to liquidate our 
obligations and other contract earnings because of limited appropriations, without 
Congress having had an opportunity to pass upon our current financial require- 
ments, particularly in view of the reduction in our 1953 estimate of $2,736,500. 

The alternative to a supplemental appropriation of $2,500,000 for 1953 is to 
limit contractors’ earnings to currently available funds— an action which, although 
permissible under existing contracts, would in effect nullify existing priority ratings 
and cause a complete disruption of present delivery schedules, construction plans 
and related work schedules that have been carefully worked out and scrupulously 
adhered to both by our Government and the Government of Mexico. Neither 
Government would wish to accept the consequences of failure to completely comply 
with the 1944 treaty, especially since the work to date has been thoroughly cooper- 
ative and represents the first joint construction undertaking under the 1944 treaty. 
Lack of funds in this, the critical year of construction, would assuredly place the 
United States in an embarrassing, if not an awkward, position if such a circum- 
stance should obtain. 

Last year, in defense of our 1953 estimates, we submitted a rather comprehensive 
schedule to the committee, estimating that $11,756,500 would be required to cover 
the requirements for Falcon during 1953. Final action by the Congress on our 
1953 budget resulted in a reduction of $2,736,500, leaving $9,020,000 available for 
the Falcon project. 

The 1953 requirements include only those amounts which are supported in 
detail by either a recent confirmation from the prime contractor or an inspector’s 
report showing status of completion of work under other contracts for fabrication 
of equipment and supplies for which there actually exists a liability or a liability 
will exist before June 30, 1953. 

These 1953 requirements, as detailed in the accompanying schedule, have been 
held to the lowest amount possible and every opportunity has been used to carry 
requirements forward to 1954. In addition, the ‘“‘Lands and rights’ item has 
been held to a bare minimum of $1,500,000. This represents a calculated risk 
and, if heavy floods should occur during the winter of 1952-53 or the spring of 
1953, it may result in a filing of claims for property damage against the United 
States Government. In addition, 1953 requirements for relocation of Zapata 
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facilities have been reduced from $1,258,992 to $887,167. Further reduetio 
might seriously impair this phase of the project and cause unnecessary hardship 
to the residents of the area in carrying out the minimum directives of the Preside: 
for their relocation 

In summary, therefore, the United States section has taken the necessary 
1dministrative action to avoid any possibility of having to close the job down bi 
reserving funds in the amount of $5,370,636, for nine basic obligations. Ws: 
therefore, seek a supplemental to our construction appropriation of 1953 in the 
amount of $2,500,000 to supplement remaining available funds of $1,952,009 
cover the estimated $4,452,009 of obligations which supply contractors hav: 
ndicated they will invoice us for before June 30, 1953. Without this supplementa 
appropriation, we shall be compelled to immediately notify these contractors of 
the limitations which are placed upon their earnings. This course of action would 
prove seriously embarrassing to the Government, in view of the great amount cf 
work that has been done to obtain priority ratings and to expedite delivery of 
materials and equipment, but in our opinion there is no alternative in view of the 
Antideficiency Act. 

I thank you, Mr. Chairman. 

Mr. Hugues. Mr. Chairman, we are here today to discuss with you 
our request for $2.5 million more in our construction appropriation for 
work on Faleon Dam and power plants. 

As we point out in this statement, and by way of background for 
the new members, this is the first of the dams contemplated in the 
Water Treaty of 1944. The treaty specifically ar that this dam 
shall be complete <l by November 8, 1953, or 8 years after the date of 
the ratification of the treaty, whic h was a selieat 8, 1945. 

We started construction on Falcon in December 1950. At the 
present time we estimate we are aliens 75 or 80 percent complete. 
We diverted the Rio Grande on December 29, 1952, the first phase of 
it, and will complete the diversion of it this month, February. We 
hope to begin storing water in March or April if there is any water 
to store in that region. 

Last year and in the 2 previous years we discussed with the com- 
mittee the total estimated cost of the United States share of the 
project, which is estimated at $39 million, including $3 million for 
the relocation of several small communities that will be inundated by 
the reservoir. At this time we still believe that the $39 million is a 
solid estimate, and that we will be able to complete all aspects of the 
project within that limit. There have been some increases in material 
cost and some increases in construction cost; but, by changing design, 
by shifting, by substituting, we have been able to hold within that 
estimate. 

Last year, in discussing our needs with the committee, we indicated 
that we felt sure we would need $11, 756,500 for Falcon. The final 
action of the Congress allowed us $9,020,000 for the project. 

Now, in appraising our financial situation at the present time, I 
have gone back to all our contractors, including the prime contractor, 
and have worked out with them out best estimates of what they 
figure they will earn between the Ist of January and June 30, 1953. 
That situation, stated briefly, is: As of January 1, 1953, in accord- 
ance with the Treasury disbursing officer, we had on hand $7,322,645 
available for the project. 

We have nine basic obligations that we have actually reserved 
funds for, to avoid any possibility of having to either shut down the 
job or close down any part of it. Those obligations are the general 
overhead account, monumentation of the international boundary 
that will take place when the dam is completed, acquisition of needed 
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lands and rights, payments to the prime contractor, relocation of 
U.S. Highway 83, which is being done by the State of Texas, and the 
necessary relocation activities of moving people from the community 
into the new town. 

The requirements on those obligations are $5,370,636, and we have 
actually reserved that money in our accounts. 

Mr. CLEVENGER. Would you put those amounts for those various 
activities into the record? 

Mr. Huaues. I| will be glad to. I have a complete schedule here. 

(The schedule referred to is as follows:) 
Requirements, 1953 $15, 234, O7¢ 


Expenditures, Jan. 1—-Dec. 31, 1952 5, 411, 431 


tequirements for period Jan. 1-June 30, 1953 9, 822, 645 
Funds available, Jan 1, 1953 
Funds reserved as of Jan. 1, 1953: 
General commitments: 
Bureau of Reclamation, design, planning, 
testing , 000 
General engineering and administration 244, 626 
Monumentation of boundary 35, 000 
Land and rights , 124 
Faleon Dam Constructors, Inc., prime con- 
tract . 2, 652 
Completion contract, power plant, switch- 
vard 50, 000 
State of Texes, relocation of United States 
Highwav No. 83 , 566, 633 
New Zapeta, relocation of Zapata 752, 76 
General property items, clearing lands, con- 
struction facilities, etc 176, 781 
Machinery and equipment contracts: Earnings 
completed and awaiting invoice 401, 788 
Supply and material contracts: Earnings com- 
pleted and awaiting invoice 100, 271 
5, 370, 636 
femaining firm requirements, Jan. 1, 1953 $, 452, 009 
Free cash balance, Jan. 1, 1953 1, 952, 009 


1953 supplemental appropriation 2, 500, 000 


Mr. Huaues. This leaves us $2.5 million short to carry on the 
construction program, to assure completion of the dam structure by 
November 1953, and to maintain the level of our construction pro- 
gram on the power plants so that we can bring their construction to a 
conclusion as rapidly as possible, and within the present estimates. 

I think it might be well here to explain to you off the record or 
Anzalduas Dam picture, which has a direct relation to this and t 
the status of our funds. 

(Discussion off the record.) 

Mr. Rooney. What was your budget request for the fiscal vear 
1953? 

Mr. Hugues. The budget request for Faleon was $11,756,500. 

Mr. Rooney. What did the C ongress appropriate? 

Mr. Hueues. $11,150,000 for the construction appropriation, and 
we allotted $9,020,000 of that to Falcon. 

Mr. Rooney. I am referring only to Falcon Dam. What was the 
amount of your budget request for Faleon Dam? 
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Mr. Hueues. $11,756,500. 
Mr. Rooney. And what was the amount that the Congress ap- 
propriated? 

Mr. Huaues. $9,020,000 for Falcon, a cut of $2,736,500. 

Mr. Rooney. So, in effect, you come back here to claim that your 
original estimate of expected expenditures, for the first time, has been 
almost correct. That is what it amounts to, is it not? 

Mr. Huaues. Yes, sir. 

Mr. Wixper. You might also add that the reduction by the Con- 
gress was based on our having a much larger carry-over balance than 
originally estimated. 

Mr. Rooney. And you expect to ask how much for the coning 
fiscal year? 

Mr. Huaues. We are asking $7.5 million for Falcon. 

Mr. Wixizer. We went to the Budget Bureau with a request for 
$10 million for 1954, and they reduc ed it by $2.5 million when they 
approved this supplemental request. So, if we are denied the supple- 
mental, I would assume we would have to go back and ask that the 
1954 request be increased to $10 million. 

Mr. Hugues. That is right. 

Mr. CLevenGER. When was the $3 million for town relocation 
justified? 

Mr. Hueues. In the original estimates for Falcon it was not in- 
cluded because we had anticipated at that time a special piece of 
legislation authorizing that specific activity, and also a specific appro- 
priation; and in January 1951 the Bentsen bill was introduced in 
Congress and was given a number, but there were no hearings. In 
May we received a letter, through the Secretary of State, from the 
President, indicating disapproval of the Bentsen bill and saying the 
United States Commissioner, under Public Law 786, had authority 
to carry on all needed relocation activities. So, we went to the Budget 
Bureau last fall and gave our estimate of the cost of relocation, in the 
light of the President’s decision. 

Mr. CLEVENGER. When was that? 

Mr. Huaues. That must have been October. 

Mr. CLevencer. Was it prior to the election? 

Mr. Hucues. Yes, sir. 

Mr. CLevencer. And that is the authorization that you had: the 
statement by the President that the Commissioner had that power? 

Mr. Huaues. It is an interpretation by the President of Public 
Law 786. 

Mr. CLevenGcer. My question was generated by the fact I had 
never seen it justified, and I have been on this subcommittee several 
years. I just wondered when it was justified. 

Mr. Hueues. Actually, Mr. Clevenger, it is carried as a relocation 
item on our schedules that we submitted last year. You will find it 
under ‘Relocation of property,” along with “Relocation of U. 
Highway 83,” and ‘‘Relocation of telephone lines,’’ and so forth. 

Mr. Rooney. As I see it, this is merely a question of whether they 
can spend the money they already have as well as the $2.5 million 
additional they allege they need. We have always been of a unani- 
mous opinion as to the necessity for building of the dam, and the 
previous committee action was merely a doubt that the Commission 
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could spend the money at the various times they asked for certain 
amounts of funds. I say that for the benefit of our new colleagues. 

Mr. CLevENGER. Yes. 

Mr. Huaues. On that, Mr. Rooney, I have very carefully, contract 
by contract, gone over this, and I have every one of those figures 
supported either by an inspector’s report, a recent communication 
from the supplier as to what he will invoice us for between now and 


June 30, or a report from one of our men who has actually visited the 


plant and reported back the status of construction. It is on that 
basis we have developed that estimate, rather than an engineering 
prognostication. 

Mr. Cievencer. Getting back to the power aspect of this dam, 
are the powerhouses located on our side? 

Mr. Huaues. There are two identical powerhouses, one on the 
United States side.and one on the Mexican side, with a capacity of 
200 million kilowatt-hours of prime energy and 50 million kilowatt- 
hours of secondary energy. ‘The power is to be divided equally be- 
tween the two countries. 

Mr. CLEVENGER. What is the next step, a steam plant of $70 
million or $80 million to firm up the power? 

Mr. Hvuaues. I do not think so. I think what you may be con- 
fronted with is the proposed Garza Dam, 20 miles below Falcon. ee e 
did a good deal of preliminary survey work on it and it woulc | be « 
recapture proposition. 

Mr. CLeveNGER. It is the same water you will use at the same 
time, but reuse it. That increases the hydroelectric potential. Hy- 
droelectric is getting to be a by-product of steam. 

Mr. Hvuaues. I have never heard of a steam plant in connection 
with this. 

Mr. CLeveNGER. We have not either, but about 1948 we got the 
first request from TVA on the plea of firming up power. Hydro- 
electric is getting to be secondary to steam. 

Mr. Hucues. That is a new one on me, sir. I have never heard 
of it in connection with this. 

Mr. CiLevenGcer. I am pointing it out to you because I do not 
want to have to say to you 2 years from now: “I told you so.”’ That 
is the way those things turn out. 

Mr. Coon. Will the revenues from the sale of this power be used 
for partial repayment of the cost of this dam? 

Mr. Huaues. In the hearings on the treaty, the reimbursement for 
the whole project was not contemplated. As to what the final 
situation will be, we do not know. We do not even know who the 
marketing agent will be. We are limited to the generation of the 
power and the operation and maintenance of the facilities. 

Mr. Coon. Without any program as to who will repay it? 

Mr. Hueues. Yes, sir. 

Mr. CLEvENGER. We may have an Arkansas Valley Authority that 
will reach over that way. 

Mr. Bow. What is contemplated now? 

Mr. Rooney. Because it is an international project, it is in the 
Department of State. It is different from the usual projects in the 
Bureau of Reclamation or Army Engineers. 

Mr. Bow. How is the distribution of power going to be handled? 

























































































































































RRM Tel 


































































































58 


Mr. Hvuaues. In the last session of Congress H. R. 3400 was intro 
duced. That will contemplate making the Department of the Interior 
the marketing agent, but Congress did not take final action on it, s 
we do not know if it will be Interior or private interests. There has 
been some discussion that the Rio Grande Authority itself would lik 
to have it turned over to them. That is a decision Congress will hav: 
to make within the next 12 or 18 months. 

Mr. Bow. You mentioned the relocation of power lines. Is any o! 
that covered in this supplemental appropriation? 

Mr. Hucuess. No, sir. They we re small telephone lines. 

Mr. Bow. That are existing now? 

Mr. Huaues. Yes. 

Mr. Bow. Nothing to do with this project? 

Mr. Hucues. Not transmission lines; no, sir. 

Mr. CLEVENGER. Any questions? 

Mr. Bow. That is all, Mr. Chairman. 

Mr. Rooney. I have no further questions. 

Mr. Preston. If that power were turned over to a private utility 
company, then the private utility would not require a steam plant. 
If they try to market it through the Rio Grande Authority, the Author- 
ity would have the problem of firming it up, and would have to con- 
struct a steam plant; but I do not think there is any liklihood the Gov- 
ernment will build steam plants to firm up power. 

Mr. Hueues. No, sir; because I do not think you could get Mexico 
to agree to this. I doubt very much that that would ever happen. 

Mr. Preston. It should be sold to a private utility. In that way 
they would amortize it. 

Mr. Huaues. In that connection, Central Power & Light Co. in 
that area have a steam plant already in Laredo, Tex. They have 
exhibited some interest. 

Mr. Preston. That very question is under consideration at this 
moment by the Department of the Interior, as to what disposition 
will be made of power generated with equipment supplied from Federal 
funds. You say that if you do not get this money you will have to 
place a limitation upon the earnings of the contractor? 

Mr. Hucues. That is correct. 

Mr. Preston. What would be the result of that as far as slowing 
down construction, causing a layoff of employees, and so forth and so 
on? Is it a wise thing to do or an unwise thing to do? 

Mr. HuGues. We feel it is a very unwise thing, because we have 
knocked ourselves out over the last 2 years getting priority ratings, 
breaking bottlenecks, and getting freight cars to get our material rolling. 
If we come to the point where we have to say to these contractors 
that Congress did not appropriate the money so we must avail our- 
selves of the provision to limit their earnings, we will be placed in a 
difficult position. We did not want to do that until we had an oppor- 
tunity to discuss it here. If we do not get the suppplemental we will 
have to say, for example, to General Electric and Allis-Chalmers, 
et cetera, “You can only earn between now and June 30, 1953, 40 or 
50 percent of your contract.” That puts us in a difficult position 
when we have gotten priority ratings, maintained inspectors so there 
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would be no slowdown, and now say we have to limit earnings. 
Besides, it makes it difficult to determine the items we will put a 
limitation on. 

Mr. Preston. There would be no economy in such a move? 

Mr. Huaues. No economy. What we are asking is that you 
transfer $2,500,000 from our 1954 request to 1953 and let us maintain 
our construction program as it has been going along, finish the dam 
structure by November 1953 and finish the powerhouses as soon as 
possible. 

Mr. Preston. That is good business, in my estimation. 

Mr. CLEVENGER. Thank you, gentlemen. 


WeEDNEsDAY, FEBRUARY 4, 1953. 
DEPARTMENT OF COMMERCE 
CIVIL AERONAUTICS ADMINISTRATION 


WITNESSES 


ROBERT BLAINE MURRAY, JR., UNDER SECRETARY FOR TRANS- 
PORTATION 

OSCAR H. NIELSON, DEPUTY DEPARTMENTAL BUDGET OFFICER 

Cc. F. HORNE, ADMINISTRATOR 

F. B. LEE, DEPUTY ADMINISTRATOR 

ARVIN O. BASNIGHT, BUDGET OFFICER 


ESTABLISHMENT OF AiR NAVIGATION FACILITIES AND FEDERAL-AID 
AIRPORT PROGRAM 


Mr. CLEVENGER. We will now take up the Department of Com- 
merce item of the Civil Aeronautics Administration, ‘“ Establishment 
of air navigation facilities,’ in the amount of $4,600,000. Without 
objection, we shall insert pages 1, 2, and 3 of the justification. 


Establishment of air navigation facilities, 1953 


Request for fiscal year 1953 $4, 600, 000 
\ppropriation available in 1953 23, 707, 772 
Obligations to Dee. 31, 1952 5, 503, 613 
Expenditures to Dee. 31, 1952 913. 
sJudget estimate next fiscal vear 3, 000, 
Employment: 

Average number, current appropriation l, 

Number involved this estimate 

Actual employment Dec. 31, 1952 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


For the rehabilitation of Wake Island facilities destroyed or damaged by : 
typhoon on September 15, 1952. 
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Summary of requirements ty activities 


Number of 
: | Amount 
units Amoun 


A. Air navigation electronic and visual facilities: 
1. High-powered radio beacon. _- ne = 2 $13, 2 
B. Intermediate landing fields: 
1. Ramp and taxiway _. ‘ 
C. Air traffie control towers and centers 
1. Air treffic control tower 
D. Aeronautical communications stations 
1. Control cable for overseas-foreign aeronautical communications 
Station 


E. Housing, utilities, and miscellaneous 
1. Power system 
2. Water system 
3. Sewerage system 
4 


4, 00 

225, 00 
5, 5D 
9, 00 
2, OVO 
», OOK 

232, 00 


. Telephone system_. 
Fire station 7 atican netiinoe x 
6. Dispensary and nurses’ quarters 


7. Laundry facility 
8. Restaurant 
9. Transient quarters he 3, OOK 
. Post office, small-stores shop, and community building : 20, 300 
11. Open-air theater ge 9, 40) 
12. Commissary 2, 000 
13. Warehouses 9, O00 
14. Harbor facilities 53, 000 
15. Shop buildings and storage shed 229, 000 
16. Terminal building 204, OO 
17. Living quarters for CAA and Weather Bureau employees : Stes , 244, 10 
18. Flight crew quarters ; 9, 000 
19. Bechelor housing for concessionaire workers 3, 700 
. Site grading and catchment area surfacing ---- : : 5, 000 


Total, housing, utilities, and miscellaneous - 4, 271, 300 


Grand total, establishment of air navigation facilities | 4, 600, 000 


Mr. Murray. Mr. Chairman, I am delighted to come over here 
today, mainly, from my point of view, to meet you gentlemen, whom 
I expect to see much of. 

I am sure all of you realize that my tenure so far is 1 day less than 1 
week, so it has not been possible for me to have gone into these items 
to any great extent. 

I think you are planning at some point today to discuss the CAA 
and the Public Roads situation, so I] have had come here with me 
representatives of the CAA as well as representatives of the Bureau of 
Public Roads, who will present the details and justify the amounts 
being requested. 

I would like to ask you one question, depending on how fully you 
want to go into the Wake Island situation. I have outside a couple 
of men who have been there and who are in close touch with the 
situation. 

Mr. CLtevencer. That seems to be the first item on the agenda. 
Do you gentlemen want to go into that? 

Mr. Murray. They are here if you want them to go into that. 
Otherwise, we will let them go. 

Mr. CLevencer. What do you think, gentlemen? 

Mr. Roonry. Whatever you do is agreeable. 

Mr. CLtevencer. Mr. Secretary, since this is your first appearance, 
perhaps you want to give us your background. 

Mr. Murray. My personal background? 

Mr. CLEVENGER. Yes. 
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61 
PERSONAL BACKGROUND 


Mr. Murray. I was born in Maryland in 1911. I went to school 
in Pennsylvania, at Mercersburg Academy, and then at Harvard, 
where I graduated in 1934. 

I then went to New York and had a pleasant time living in Mr. 
Coudert’s district, where I worked for the New York Trust Co. until 
the war, at which point I went in the Air Force. I served in the Air 
Force for 4% years, and came out as a colonel in 1946, and went to 
Pennsylvania, where I became president of the Pennsylvania Economy 
League, which is the largest privately financed organization in the 
country dealing with efficiency and economy in government. I have 
been there for 7 years, working at all levels of government in Penn- 
sylvania, State, local, county, and the school ‘districts, on various 
phases of administration. During that period of time our organization 
has been somewhat involved in airport situations, as well as to a very 
great extent in the highway situation in Pennsylvania. We like to 
remind people that the State highway system in Pennsylvania is 
larger than Maine, Vermont, New Hampshire, New York, New 
Jersey, Maryland, and 3,413 miles in Virginia. We have one-third of 
the motor registration and one-third the population, so we really have 
a real problem with highways in Pennsylvania. 

| was asked to come down as Under Secretary of Commerce for 
Transportation. I appeared before the Senate committee and was 
confirmed by the Senate. 

Mr. Couprert. May I say the 17th District of New York has 
produced the greatest number of distinguished men of any other 
district. Iam very proud of this product of the 17th District. 

Mr. Murray. Admiral Horne is here from the CAA and he is 
familiar with the details of the requests which have been made and 
he will justify the amounts. 

Mr. Horne. Thank you, sir. 

Mr. CLevenGcrER. Do you have a prepared statement? 

Mr. Horne. Yes, sir; but I will possibly elaborate upon it. 

Mr. Cievencer. We will receive the statement and vou mav 
proceed. 

(The Statement referred to is as follows: ) 


SUMMARY STATEMENT ON WAKE ISLAND REHABILITATION 


I am here to support the request for $4,600,000 to rehabilitate facilities on Wake 
Island which were destroyed or damaged by a typhoon on September 15, 1952. 
This request is outlined on page 15 of House Document 62 under the appropria- 
tion heading ‘‘Establishment of air-navigation facilities.” 

Wake Island, which lies 2,300 miles west of Honolulu and 1,500 miles east 
of Guam, is the principal civil-operated base between Hawaii and the Orient 
and is an essential service and refueling stop for approximately 715 civil and 
military flights per month. About 650 of these operations result from the Korean 
action, and post-airlift activity is estimated at 217 flights per month. The island 
serves transpacific flights of PAA, TAL, and PAL, all civil contract airlift opera- 
tions and miscellaneous military flights. Other scheduled civil carriers, such as 
JAL, are expected to operate through Wake in the future. 

The services to air commerce provided from this island include an intercon- 
tinental-class airport, a high-powered, long-range radio beacon, an air-ground 
and point-to-point communications station, and a combined airport-traffic-control 
tower and air-route-traffie control center. The Weather Bureau maintains a 
first-order weather station, and a combination of oil companies provides aviation 
fuel on the island. Additionally. the Coast Guard operates a loran facility and 
bases a search and rescue unit on Wake. 
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To perform necessary services, the CAA and Weather Bureau employ so: 
138 men who, since the typhoon, are working with damaged facilities and livi: 
in tents or other improvised quarters. It has been necessary to evacuate almo 
all families from the island as a result of destruction of living quarters and sever 
reduced water and power supplies. 

The urgency of reestablishing minimum essential facilities made it necessar 
to divert temporarily $2,500,000 from our 1953 appropriation for establishin, 
air-navigation aids by delaying projects pending restoration of funds under th 
estimate. With these reprogramed funds, reconstruction is now under way « 
all housing required for CAA and Weather Bureau employees, and on all necessar 
water, power, and sewage systems, a dispensary and a fire station. 

Work now under way will, when completed, provide for the usual CAA an 
Weather Bureau services, but makes no provision for the public services whi 
are ordinarily available from commercial sources near most airports but whic 
are nonexistent at Wake. Therefore, this estimate provides for transient housing 
and messing, a small terminal building and miscellaneous community facilitic 
most of which are to be operated by a concessionaire. Revenues realized from 
the concessionaire, and from the sale of water, power, and other utilities, will be 
deposited in the United States Treasury under miscellaneous receipts to the 
extent that they are derived from activities already financed by appropriation. 
All these revenues, except those from the transient housing and messing, ar 
expected to at least equal the users’ proportionate share of the cost of providing 
the services. Utilities and community services for sale to others can therefor 
be expected to be self-supporting. We shall also realize maximum possibk 
revenues from the transient housing and messing facilities, but we do not expect 
that a concessionaire can be attracted to operate them on terms which will liquidate 
the Government’s capital investment. We do expect that these activities will be 
self-supporting except for amortization. 

The ; rovision of trensient housing and messing facilities by the Government is 
2n ebhsolute necessity because difficult logistic rroblems and need for keeying th 
island poyulstion to 2 minimum meke it entirely imprectical to expect each user 
to rrovide his own facilities, ; erticulerly when it is necessery to provide fer big! 
peek demands with infrequert use. 


| 


I fferts to }romete cooreretive trersient 
ousing and messing enterprises by competing carriers Fs ve yroven ursuccessful 
Furthermore, for security reesons the Depertment of Defense strongly objects t: 
private investment, and particulerly to foreign investment 2st a stretegic outpost 
such as Wake. For ell these repsons, we ere therefore forced to the conclusio1 
that the plen presented in this estimete is the onlv workable arrangement. 

The work required to rehabilitete housing facilities »nd other msendatory r 
quirements on Weke Island has been undertaken. This work will utilize the 
available $2,500,000 that hes been diverted from other rrojects. To permit 
rehabilitation of other Weke Island facilities and, at the same time, undertske thi 
projects which have previously been authorized by Congress the appropriation of 
$4,600,000 is required. 


My associates and I will be glad to answer any questions you may have with 
regard to this matter. 

Mr. Horne. The facilities which were built on this island were 
built during and after the war and were of temporary, wartime con- 
struction, and it is hoped that eventually we can get around to building 
permanent facilities, but the typhoon came along and just flattened 
the thing out completely as the pictures which I have here for your 
inspection indicate. There was one building of the standard perma- 
nent construction type and that building survived as the picture also 
shows. That is the type of permanent construction which we propose 
for the island now. 

We have letters here from the Air Force, from the Navy, and from 
the State Department, of which I have copies available, if anyone is 
interested in them, in which the Air Force, Navy, and State Depart- 
ment support the necessity of this operation, the necessity of its con- 
tinuation, and the urgency of providing adequate facilities in order 
to carry on this operation. 
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I think, gentlemen, that gives you a broad picture of what we are 
up against, ‘and what has happe ned and what we have to do to rectify 
the disaster. 

Mr. CLevencer. How much of this work is done? 

Mr. Horne. I must say that very little of it is actually done in the 
sense of laying brick or mortar, but we have contracted for some of 
the services. They are organizing the crews now and we have gotten 
started on the contract. Ido not believe the contract has been signed, 
but we have put the money out in our ninth regional headquarters in 
Honolulu to enter into the contract to do $2% million worth of work, 
which I have described, which consists of essential facilities such as 
the sewage and sanitation. 


NEW CONSTRUCTION 


Mr. CLevencer. You are perhaps familiar with the new order 
issued today by the President on new construction, are you not? 

Mr. Horne. Yes, sir, in a general way. I have read it in the 
newspapers. 

Mr. CLEvENGER. Well, that is about all any of us have done. Do 
you know how it will affect this construction outside of what you are 
doing? 

Mr. Horne. No, sir, I think that would largely, perhaps, be up to 
you gentlemen to decide how you feel about the appropriation. 

Mr. CLevencer. Well, not nec essarily; we did not issue the order. 

Mr. Horne. I see what you mean, sir. Well, as far as we are 
concerned, we feel that this is very important and we do not see any 
other way of supporting the armed services in that area and continuing 
essential activities. We do not see how that can be done except to 
go ahead with the construction which has already been started. 

Mr. CLevencer. What percentage of this is for private airlines? 

Mr. Horne. Of the $2,500,000? 

Mr. CLevencer. Of the new construction? 

Mr. Horne. Of the new construction, | would say none of it is for 
the private airlines. A portion of it, particularly the transient 
messing facilities would be utilized to some extent by the commercial 
airlines. 

ESTIMATED INCOME 


Mr. CLevencer. Would you furnish for.the record—you spoke a 
moment ago—would you put in there some plan or a fee system or 
charge system that would show how you are expected to charge for 
the use of these facilities? 

Mr. Horne. Yes, sir, we would be glad todo so. There is a regular 
system of charges which have already been approved, if I am not 
mistaken, for them. I have here a general policy, and we can also 
furnish a detailed breakdown of how this would be worked and what 
the charges would be and how the handling would be of it. 

Mr. CLevencer. Can you.estimate how much income you are 
going to have from it, if you are going to operate it? We would 
like to know something about the anticipated revenue. 

Mr. Horne. Yes, sir; we will produce an exhibit on that to give 
our best estimate of what these revenues might be. I might point 
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out that, for the most part, this is to provide the facilities for th 
CAA and Weather Bureau essential services, and for their peop) 
who have to live there and have to operate out of there. 

(The matter referred to follows:) 


ESTABLISHMENT OF AIR NAVIGATION FACILITIES 


SYSTEM OF FEES AND ESTIMATED ANNUAL REVENUE AT WAKE ISLAND (BASED 0 
REHABILITATION PROGRAM OF $4,600,000) 


The system of charges proposed for Wake Island is based on obtairing a fait 
return to the Gove a nt for the use of airport facilities, utilities, and municipa! 
services furnished t public and other Government agencies at that locatior 
Rates for emccnetien rents, utilities, and municipal services are designed 
to recover the share of total costs allocated to airlines, concessions, ard other 
Government agencies. In the case of utilities and municipal services, rates ar 
based on cost estimates which include amortization of capital investment over 
25-vear period. Rates for landing fees have been fixed for several vears on thi 
basis of an interdepartmental study, coordinated through the Air Coordinating 
Committee, and are consistent with rates charged for civil operations at militar 
bases. Estimated annual revenues are as follows: 

T) pe Amount 
Landing fees ; $32. 240 
Communications services 3, 500 
Terminal building rental 23, 650 
Receipts from concessionaire furnishing transient facilities, bachelor 

subsistence, and commissary facilities 137, 55 
Receipts from petroleum concession 44, 150 
Direct sale of utilities and municipal services furnished airlines and 

other Government agencies 806; 100 


Total 417 190 


Mr. CLeveNGER. Inasmuch as you have not started the actual 
construction, other than just a temporary restoration of the services, 
what objection would there be to programing this thing in an appro- 
priation bill instead of a supplemental? Some of this will not be 
done in a year, will it, or more than a year? 

Mr. Horne. Any work that is done on an island such as Wake is 
very expensive if you do a very small part of it from time to time, 
because such construction requires moving in and moving out charges. 
It is expensive to get a crew together and to get them across the Pacific 
and set them up and start the work. Ther efore, it is very expensive 
and very uneconomical to do a dribble of work on an island such as 
Wake. We have to start something in order to maintain services, 
health and sanitation and operations. Therefore, our plea is that, 
since we have to start something and it is an urgent matter, we 
contract for the entire amount in order to get the very best price for 
the Government. If we only contract for a portion of it now, it will 
cost the Government a great deal more, because we will have to pay 
double the costs of moving in and out and other charges of that 
nature. So, I would say that the basic justification for submitting 
this as a supplemental rather than as a part of our regular appropria- 
tion, lies in the urgency of our operations in the Pacific, the essen- 
tiality of the facilities necessary to-life and health and the great 
expense involved, if we do this on a driblet basis. Therefore, in our 
minds, it is essential to start a definite program, which is in accord- 
ance with Public Law 647, and with a long-term plan for this island. 
We shall get the maximum for the Government ai the minimum cost 
by putting the package together and doing whatever is going to be 
done as a single, essential job. 
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COST OF HOUSING 


Mr. CLEVENGER. You have asked as a part of the package, housing 
and various things in the amount of $4,271,000. Can you give us 
any idea how much per unit this housing will cost? Is there any 
breakdown of that in these justifications? 

Mr. Ler. Yes, sir, there is a breakdown in the general justification 
on page 12. 

Mr. Nietson. I might add that most of these are barracks-type 
construction in which you have a large number of employees living 
in a single barracks building. Page 12 gives a breakdown of the 
living quarters. 

Mr. CLeveNGER. We are going to house about everyone who is 
there, are we not? 

Mr. Horne. Yes, sir, that is true. Instead of having this thing 
split up so it will cost a great deal more money we agreed that the 
minimum cost of maintaining the necessary housing was to do the 
whole thing and provide all the housing and all the services, com- 
munity and otherwise. Then those people who are getting a commer- 
cial use out of it, would pay for it. There would be a definite charge. 

Mr. CLevencer. I see you have listed housing for the Weather 
Bureau and its 23 men. : 

Mr. Horne. Yes, sir; that is correct. 

Mr. Chairman, | believe we consider that we have a definite package 
operation that has to be done on this island and what we have been 
trying to do is to show you gentlemen the true picture of what the 
Government is doing on Wake and what the cost is. So, there are no 
hidden costs here and there are no other agencies that will come before 
you and say they will have to have something in order to continue this 
operation. ‘This is our estimate of the total Government operation 
necessary. 

Mr. CLevencer. Along that line, are you providing for the restora- 
tion of the Weather Bureau facilities? 

Mr. Horne. Yes, sir 

Mr. Ler. We would do ali the construction work for the Depart- 
ment of Commerce. The unit cost for the housing would run $24,000 
for a 2-bedroom family house constructed at Wake Island. 

Mr. CLeveNGER. A 2-bedroom house? 

Mr. Ler. Yes, sir. 

Mr. CLeveNGER. What is its construction? 

Mr. Les. It is cinder block. 

Mr. CLevencer. I was going to ask you if you did not have some 
building material there that you might build with which would be 
more resistant to typhoon weather. 

Mr. Les. There is no material on the island. The cinder-block 
construction, we think, will be the cheapest, which will reasonably 
resist the typhoons and hurricanes which come to the island. 

Mr. CLrevenGeR. You cannot blame this committee for being a 
little gun shy about living quarters when we find that we run into 
some that cost $50,000 for employees. 

Mr. Horne. We fully recognize that and that is why we want to 
give you all the facts to show what we have planned and that we have 
planned a very modest-type construction at a minimum cost. The 
principal cost is for labor, but I call your attention to the fact that it is 
in the middle of the Pacific Ocean where no facilities are available. 
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Mr. CLevenGcer. Water transportation is not very high. About 
the cheapest place you can build is on the ocean where you can have 
water transport for building material. 

Mr. Horne. When you have no facilities on the island, it is not on 
the cost of transportation, but many other factors. 

Mr. CLevencer. Are you going to build hotels and restaurants a 
the whole business? Are you going to have this water system? 

Mr. Horne. We will have both flat areas for ¢ ‘atching water, b 
that will not be sufficient and we have to have distillation plants as 
well. We will use the minimum fuel for the distillation process an 
use the maximum amount of facilities and area for catching rainwate: 
but we know from experience that catching rainwater will not support 
the necessary life. 

Mr. Ctevencer. You are not able to use the runways over ther 
for catching water. 

Mr. Horne. No, sir 

Mr. Cievencer. Is there anything in here which calls for lengthen- 
ing of the runways? 

Mr. Horne. No, sir; that has been done. There is nothing in here 
for actual runway construction, because that was already done 
several years ago and is considered to be complete now. The runways 
have always been available and are used by military as well as civilian 
planes. 

Mr. Ler. There is one minor adjustment in the taxiway, as indi- 
cated in the justification. 

Mr. Horne. It is not a runway. 

Mr. CLEVENGER. On some of the islands over there, are not the 
runways used for this catchment proposition in other parts of the 
Pacific. 

Mr. Horne. I have a chart which will show some of the problems 
involved. Wake is in a very strategic and very lonesome place. There 
is no island within a thousand miles of it. 

Mr. Cievencer. I know that, but I am speaking about this catch- 
ment proposition. 

Mr. Leer. On the qtiestion of the use of surface water, Mr. Chair- 
man, there is a system planned for the picking up of surface water, 
but the salt spray and other salt deposits cause it to be brackish. 
That water is used for sewage purposes and for use where you do not 
have to wash things. The supplementary system consists strictly of 
a protected catchment area, which is paved, and which will receive 
pure rainwater. 

Mr. CLevencer. That was what I was wondering if your runways 
were not good for that purpose? 

Mr. Horne. Yes, they have a certain amount of benefit for that 
purpose. 

PURPOSE OF SUPPLEMENTAL REQUEST 


Mr. Covupert. Mr. Chairman, not being familiar with this subject, 
if you will bear with me and if I touch on something you probably 
already understand, I hope you will forgive me, but this is not entirely 
clear to me Admiral. 

Your supplementary request appears to be for the sum of $4,600,000? 

Mr. Horne. That is correct. 
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Mr. Couperrr. In the justification and in your statement you indi- 
cated that the sum of $2,500,000 has been diverted from the current 
ae ary me for establishment of air navigation facilities? 

Mr. Horne. That is correct. 

Mr. Coupert. Are those air navigation facilities, the construction 
of which has been postponed, in the interest of the Wake rehabilita- 
tion? 

Mr. Horne. No, sir. 

Mr. Couprrt. Then, in effect, when you are asking this committee 
now for $4,600,000, you are asking for $2,100,000 for Wake Island? 

Mr. Horne. Yes, sir. Could I explain? 

Mr. Coupert. You have diverted from another appropriation the 
sum of $2,500,000 so there would be no delay in going immediately 
to work and restoring Wake? 

Mr. Horne. That is correct. 

Mr. Couprerr. And at the same time you say that has meant the 
postponement of certain other operations that would have been 
carried out with that $2,500,000? 

Mr. Horne. Yes, sir. 

Mr. Couperr. And, therefore, part of the $4,600,000 you are asking 
for now would go for operations outside of Wake? 

Mr. Horne. Yes, sir. 

Mr. Couperrrt. So, in effect, if we were to give you the $4,600,000, 

e would be really giving you the funds to carry out operations other 
chad at Wake Island that are not a part of the emergency situation 
on Wake Island? 

Mr. Horne. Might I say you would be replacing funds already 
granted and appropriated for necessary, authorized projects. 

Mr. Couprert. When you come in fora supplemental at this stage 
of the game, it is either an emergency request, or it is not, as far as 
Wake Island is concerned. 1 can well understand that even as a new 
member of the committee. There has been a typhoon and you need 
to do a job and you have started to do the job, as you stated, but it 
seems to me that you made a case for $2,100,000, but you did not 
make a case for the $4,600,000, unless you can show that the installa- 
tions outside of Wake Island which you had planned and not com- 
pleted because you had to divert funds from another appropriation. 

Mr. Horne. ‘I might point out that we have already justified to 
this committee, and this committee has accepted and endorsed our 
justifications for the $2,500,000 work to be done outside Wake Island. 

Mr. Couprertr. What I am getting at is why can you not pick up 
the appropriation for those non-Wake Island installations that have 
been postponed until you come here for your regular 1954 appropria- 
tion. 

Mr. Horne. These items have already been cleared. It is our 
feeling that the work to be done with the $2,500,000, which we have 
already justified, is of sufficient urgency and importance that it 
warranted us coming to you last year and asking for it and you 
approved it. 

Mr. Coupert. I understand that. 

Mr. Horne. And, therefore, it warranted us to come to you now 


for the work to carry it on, rather than waiting for the regular appro- 
priation next year. 





68 


Mr. Covuperr. I think the logic of that calls for you indicating 
precisely what operations have been postponed and the degree of 
urgency involved 

Mr. Horne. I will be glad to go into that. 

Mr. Covuprrr. And all the consequences and disastrous conse- 
quences if we did not give you the replacement funds until the nev 
bills came along this spring. 

Mr. Horne, The $2,500,000 had been previously justified for pro- 
viding semiautomatic relay equipment and increasing the speed on 
our teletype network within the continental United States. Thes, 
radio teletype networks which are actually in use for air travel opera 
tions within the continental limits of the United States are severely 
overloaded and inadequate for flying service at this time. That was 
why we came before you last year and why the committee approved 
this item last year. Now, we were faced with the necessity of doing 
something urgently for Wake Island. While the importance of thes: 
teletype systems has increased rather than decreased, we had to 
balance trying to move messages with inadequate systems, against 
life and property in the midst of the Pacific. We had to divert from 
somewhere and we felt this was the place. 

Mr. Couprert. Let me interrupt you at that point. Let us estimat: 
and try to appraise priorities. In doing that did you put in jeopardy 
the lives and welfare of passengers of the aircraft in the continenta 
United States? 

Mr. Horne. No, sir. 

Mr. Couperr. Did you do that in the interest of repairing 
damage at Wake Island? 

Mr. Horne. No, sir; definitely not. 

Mr. Couperrt. If you did not, then I frankly can see no necessit) 
for the replacement of that money until we get to the annual appro- 
priation bill. 

Mr. Horne. Perhaps I could point out that this inadequate service 
is not a question of safety of life, because we would not permit it to 
be that way; we would stop all air operations before we would have 
any safety of life involved, but if we were to stop all air operations for 
safety reasons due to inadequate services and system, the econom, 
of the country would suffer. 

Mr. Covupert. You have not had to stop air operations; they are 
still going on, are they not? 

Mr. Horne. But they are, perhaps, delayed and there are additiona|! 
costs incurred by these delays. When you have an inadequate 
system for traffic control, there are costs, both to the passengers and 
to the operators. Delays of this nature are very costly 

Mr. Coupert. What is the breakdown—— 

Mr. Horne. Could I point out one other thing. Our fiscal 1954 
appropriation has already been submitted for some time and was 
started and under way before this situation occurred. Therefore, 
in our fiscal 1954 appropriation at the present time there is not an 
item for this $2,500,000, which had already been approved. It is 
a normal budgetary operation and has been over many years that, 
when an approved item is delayed due to an act of God or disaster 
of some kind, the supplemental i is submitted at once for replacement 
of the item. As a rule, it is not included in the next year’s appro- 
priation, because that had been submitted sometime prior to that; 
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Mr. Coupert. What is the actual cost of the Wake operation? 

Mr. Horne. Essential construction is $4.6 million; that is the cost 
of what we propose to do on Wake and what we think is essential. 
We have started contractual operations for $24 million and we feel we 
should, in the interest of economy, start the additional work so we 
can get a package deal at less cost to the Government. 

Mr. Coupert. You are a very persuasive witness. 

Mr. CLevenGeER. I might inquire in regard to these teletype facili- 
ties you are talking about; are they on a monetary basis with the 
airlines? 

Mr. Horne. No, sir; that is all air traffic control facilities. They 
are facilities which it is the responsibility of the Gevernment to pro- 
vide and which are essential to safety of operation, as well as to the 
economy and efficiency of operation. They are not services which 
the airlines provide for themselves. The airiines are required to 
maintain their own communication system at their own expense, 
which they do. These facilities are weather, traffic control, safety 
facilities, which it has been the custom of Congress and feeling of 
Congress that it is the responsibility of the administration to supply. 

Mr. CLevencer. Now, this order of the President intrigues me. 
Can you assure us that this construction is cleared with the new 
administration? 

Mr. Horne. No, sir. I believe Mr. Murray can answer that better 
than I can. 

Mr. Murray. I have to tell vou it has neither been reviewed nor 
approved so far as the new administration is concerned. This faced 
us aS We came in and you called a meeting of the committee today. 

Mr. CLevENGER. You see where it leaves us. This is quite a sum of 
money and we do not know whether we are encompassed in this order 
of no new construction or whether it has to be cleared with someone 
else. 

\ir. Horne. I might poimt out that since the new administration 
has come in and new Secretaries, such as Mr. Murray, they simply 
have not had an opportunity to either review or affirm or deny it one 
way or the other. All T can do is to assure you in my personal opinion, 
as I have had the privilege of stating to this committee on previous 
occasions, I believe this is something which is in accordance with the 
President’s policy. If I read his policy correctly—this is just my 
personal opinion and understanding—he does not itend that essential 
construction facilities of this kind for so urgent need as the Korean 
airlift and the important traffic across the Pacific should be stopped. 


STATUS OF WORK 


Mr. Cievencer. You have actually not disbursed much money 
yet and you have not gotten to the point of contract letting, have you? 

Mr. Ler. Our obligations as a result of this disaster amount to 
$152,000 as of December 31. Also, we have a contract for possibly 
$2 million, which is just at the stage of being signed. 

Mr. Cievencer. When do you anticipate that this work will reach 
a stage when you have to begin to disburse this first $24 million? 


When do you think you will be out of pocket? 
Mr. Leg. It is estimated by our people if the authority to proceed 
with the full $4.6 million program is obtained quickly, we will be able 
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to accomplish work during this fiscal year that would use approxi- 
mately $4 million of the $4.6 million. 

Mr. CLevencer. Between now and June 30? 

Mr. Ler. Yes, sir; it is a large contract and once it is undertaken 
and funds are committed, we will get right under way. 

Mr. Horne. That really is the best way to do this thing, and do it 
all together; it is much cheaper that way. 

Mr. Bow. What is the difference between Wake Island and th 
continental United States in costs, approximately? 

Mr. Horne. As I recall, it is a figure of 3.2; it is about 3.1 to 3.2 
with the construction cost there, as opposed to similar construction 
costs here. If it cost $10,000 here, it will cost about $32,000 out there. 

Mr. CLEVENGER. What do you have to pay labor out there? 

Mr. Horne. I could not tell you what the contractors will have to 
pay labor. I do not know the daily rate there, but it is higher than it 
is here on the mainland, because it is very difficult to get labor to go 
out there. That is a part of the differential of about 3.1 to 3.2. 

Mr. CLEVENGER. You have to take your own crews out there. 

Mr. Horne. Yes, sir, and you have to offer them something to 
make it attractive, because they do not want to go in the first place. 
The only reason any of them are going at all is because you pay a 
premium wage. 

TELETYPE FACILITIES 


Mr. Rooney. In connection with the question Mr. Coudert asked 
concerning teletype facilities, can you tell us whether or not at the 
present time in Anchorage, Alaska, there are any teletype facilities 


being furnished to any commercial airline without cost to that com- 
mercial airline? 

Mr. Horne. I would have to check in detail to answer that. It is 
my understanding that there are no such facilities being furnished 
without a charge, or without their providing it themselves, except 
those which are the regular air traffic control services, which we furnish 
for military and civilian messages. 

Mr. Rooney. You had better check that, Admiral, because my 
information is that teletype services are being furnished free of charge 
to a certain commercial airline in Anchorage, Alaska. 

Mr. Horne. Yes, sir; I shall be most happy to check that most 
carefully and inform you of the results, because we are not in the busi- 
ness of giving services free to airlines, which they are supposed to pro- 
vide. You will recall that we have eliminated that kind of service and 
we are making a charge in accordance with the wish of this committee 
expressed from time to time. 

Mr. Rooney. That is all very well and good, but you still have not 
answered my question as to what is going on up there. 

Mr. Horne. I will investigate it. 

(The information requested is as follows:) 


STATEMENT ON ANCHORAGE “‘FREE’’ SERVICES 


All airlines are charged alike for chargeable services furnished by CAA in Anchor- 
age. There are certain services which are provided without charge to all airlines. 
These include air-ground communications and certain fixed communications ser- 
vices excepted in part 612 of the regulations published by the Administrator. 
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Mr. Roonry. Has this request now before the committee for 
$4,600,000 been cleared with, and is it being presented in behalf 
of, the present Director of the Budget? 

Mr. Horne. I really do not know the answer to that question. 
I only know it was processed through the Bureau of the Budget 
and was forwarded to this committee in the normal process of the 
Budget Bureau. Whether Mr. Dodge personally has O. K.’d this 
request or not, I do not know. 

Mr. Roongy. This was submitted in this document which came 
up to the Hill on January 10, previous to the new administration. 

Mr. Horne. Yes, sir; that is correct. 

Mr. Rooney. I am now interested, Mr. Murray, in whether or 
not the new Secretary of Commerce and/or the new Director of 
the Budget are serious in their request for this $4,600,000? 

Mr. Murray. | think my answer was that it has not been re- 
viewed and it has not been approved. That does not mean it has 
been disapproved; it just has not been reviewed. 

Mr. Roonry. Have you, Mr. Chairman, asked that such in- 
formation be inserted in the record at this point? 

Mr. CLEveNGsER. I will ask for it. I think we ought to have 
it one way or the other, either in the record, or an assurance from 
the Secretary. 

(The information requested is as follows:) 


STATEMENT OF UNDER SECRETARY FOR TRANSPORTATION Murray Wit Respect 
to Revision or Estimates TRANSMITTED IN House DocuMENT 62 


The supplemental requirements for fiscal year 1953 of $216,235,000 for the 
Civil Aeronautics Administration, the Patent Office, and the Bureau of Public 
Roads have again been reviewed and consideration of the revised amounts shown 
below is requested: 


As approved 


in H. Doc. 62; Revised 


Civil Aeronautics Administration: 
Establishment of air navigation facilities ; Sian $4, 600,000 | 1 $3, 250, 000 
Federal-aid airport program (liquidation) _.___- bite theta ‘ 3, 500, 000 3, 500, 000 
Patent Office: Salaries and expenses aoe ; 135, 000 | 100, 000 
Bureau of Public Roads: 
Federal-aid highways_-_-.--- ‘aa ode lintiiil thet atade ici han i 185, 000, 000 185, 000, 000 
Access roads (act of Sept. 7, 1950) bu abba boLadc bets 23, 000, 000 | 8, 000, 000 


OGhGocanet aap : ‘ Sean = hes 216, 235, 000 199, 850, 000 
' 


1 See attached schedule for details. 


The revised estimates for rehabilitation of Wake Island facilities provide re- 
quirements for the Civil Aeronautics Administration and Weather Bureau only 
and do not represent an integrated installation. 

The amount of $23,000,000 for access roads, as previously transmitted, was 
made up of $8,000,000 for liquidation of contract authorization and $15,000,000 
for certified access roads projects. The $8,000,000 for liquidation is approved 
and included herein. I cannot approve at this time the $15,000,000 for new 
projects. The Commissioner of Public Roads suggested that this estimate be 
withdrawn pending further review of the certified projects. 

The Bureau of the Budget has been informed of these revisions. 
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Revised estimates for rehabilitation of Wake Island facilities to provide minim 
requirements for essential Government use and utilities for sale to others 


Essential 


Government 
use 


Utilities for Estim 
sale to others 


High-powe red radio beacon $13, 200 
OFACS cable and minimum telephone requirements 53, 300 
Powe! tem 31, 900 $12, 000 
Water system 481, 000 3, 000 
Sewerags stem 140, 000 5, 000 
Fire station 79, 000 
Dispensary and nurses’ quarters 26, 000 56, 000 
Restaurant 85, 700 
Post office and small stores shop 6, 000 
Open-air theater 9, 400 
Commissary 121, 500 
Warehouses 179, 000 
Harbor facilities 53, 000 
Shop buildings and storage shed 162, 000 
Terminal buildings (offic 76, 000 , 000 
Living quarters for CAA and Weather Bureau employees 1, 294, 400 
Site grading and catchment area surfacing 89, 000 7,000 


Subtotal ‘ 2, 900, 400 353, 000 
oundoff 


Total requirements 


Mr. Roonry. What military personnel are presently at Wake 
Island? 

Mr. Len. There is only a small complement of MATS Air Fore 
personnel to assist in the evacuation of people from the Korean area 

Mr. Roonry. How many? 

Mr. Lez. About a dozen people. 

Mr. Roonry. A dozen? 

Mr. Ler. Yes, sir. 

POPULATION 


Mr. Roonry. What is the usual population of Wake Island? When 
I say ‘‘usual,’’ I mean prior to the Korean airlift; the usual population 
of Wake Island. 

Mr. Horne. Prior te the airlift, the population was 284. During 
the period of the airlift, the population has been 600. We estimate 
that the population will be approximately 500. 

Mr. Roonny. What arrangements did you previously have with 
the commercial airlines concerning community service facilities? 

Mr. Ler. There were two areas which were set aside for housing 
and mess facilities, and there were separate community service facilities, 
such as water distillation plants, which were operated by the CAA to 
provide the necessary sewage water, and so forth, for the residents 
there. 

COST OF OPERATION 


Mr. Roonry. What was your annual budget for these facilities 
previous to the typhoon? 

Mr. Ler. We do not have the figure here. 

Mr. Rooney. Approximately? 

Mr. Ler. Approximately for operation, it would be in the neighbor- 
hood of $400,000. 

Mr. Roonnry. A year? 

Mr. Ler. A year; yes, sir. 
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\lv. Rooney. How many people did you have there just prior to the 
typhoon? 
Mr. Ler. There were about 100 Government people, 81 with CAA 
d we have had a matter of 

\lr. Rooney. Let me interpose here; was any part of that $400,000 

mbursed by these airlines? 

Mr. Ler. Not the $400,000; no, sir. 

\[ir. Rooney. How much did the commercial airlines spend on the 

and for civilian services? 

Mr. Ler. The airlines operated a small transient quarters. I do not 
have the amount of money they spent. 

\{ir. Rooney. What sort of terminal did you have? 

\ir. Horne. Just prior to the typhoon we had a terminal which was 
structed by raising a quonset hut to a two-story building. The 

r portion was constructed of cinder block, which made the first 

loor aan the quonset hut was raised on top. 

Mr. Rooney. What was the cost of that? 

Mr. Lee. We do not have that. 

\lr. Rooney. Could you give us an approximation? 

Mr. Lex. I do not believe we could; that was surplus wartime 
building which was turned over to us. 


PROPOSED NEW CONSTRUCTION COSTS 


. Roonry. That is the reason I am trying to get the approxima- 
tion. Tt was a very small amount, I take it, and you now expect to 
replace it with a $204,000 terminal building on an island where the 
total population was 284 just before the typhoon and which could 


not conceivably be more than 500 after the Korean business is done? 

What about this flight construction quarters for which you ask 
$139,000 to house crews? 

Mr. Horne. These are crews of all aircraft flying through Wake 
Island. The program is for an air crew to fly an aircraft to Wake 
Island and change crews there. 

Mr. Roonry. Are these crews of commercial airlines? 

Mr. Horne. Commercial and military. 

Mr. Roonry. Do the military reimburse for such accommodations, 
and if not, why not? 

Mr. Horne. They would under our plan. They have not here- 
tofore, because we did not have the operating quarters. 

Mr. Rooney. In other words, you are going in a new business. 
You are going to run a hotel and terminal for the airlines and all this 
is the result of—I do not know—a fortunate typhoon? 

Mr. Horne. No, sir; I do not think that is quite a factual state- 
ment and we have not been running this business and we do not 
propose to run the business. I think that is only fair to point out 
at this point. 

Mr. Roonny. According to this document you are in a business and, 
incidentally, this document setting up these plans does not refer to 
Wake Island and is dated February 23, 1951. 

Mr. Horne. That is showing our policies in accordance with Public 
Law 647 and shows we are proceeding in accordance with that. That 
is our policy, but the important factor is that the facilities which were 
built. there have been vacated completely and the airlines were able 





and willing to go and rehabilitate on a temporary basis the wartime 
structures which existed as a result of the wartime operation. Now, 
those things are completely vacated and the crew quarters and the 
barracks and the terminal buildings are all nonexistant. 

Mr. Roonry. Would you please justify, if you can, a request for 
$232,000 for a restaurant on an island where the population is 286? 

Mr. Horne. Yes, sir, I would, because that restaurant will serve 
not only the population, but the passengers and flight crews of all of 
the aircraft operating through there. 

Mr. Rooney. That would be of some benefit to the commercial 
airlines, would it not? 

Mr. Horne. For which they will pay. 

Mr. Rooney. You are going in the restaurant business; is that 
correct? 

Mr. Horne. We are not, no, until we can get such-an operation 
started. I do not know whether we will run it ourselves or whether 
we will have a concessionaire type of operation in which some com- 
pany will run the thing for us. 

Mr. Rooney. Are you also going in the laundry business? I see 
you want $96,000 for a laundry on an island where the normal popula- 
tion is only 286? 

Mr. Horne. This will not only be for the island population, but 
also for the transient crews and for the passengers, if necessary, if 
they have to stay over. 

Mr. Rooney. Admiral, you came to me about this and you and | 
discussed it. I do not recall whether I discussed it with Mr. Lee, but 
possibly I did. The discussion was after the typhoon last fall and you 
asked my approval of a transfer in a seven-figure amount. If I am 
in error, and correct me if I am, I said to you that I would not at all 
approve of any transfer and I referred you to Mr. Clevenger. I do not 
know what Mr. Clevenger did about it. 

Mr. Horne. I did discuss it. 

Mr. Rooney. But I said I would not presume, as chairman of the 
committee, to approve any such transfer and stated it was because | 
suspected that if CAA were given the authority, you would come 
along with just such a setup as you have here to erect a paradise out 
there, instead of replacing the damage done by the typhoon? Is that 
statement incorrect in any detail? 

Mr. Horne. So far as the construction of a paradise, there is no 
intention to do that. 

Mr. Rooney. We will strike out the word “paradise.” Is the rest 
of it correct? 

Mr. Horne. It is correct that we came to talk with you about this 
and you —— 

Mr. Rooney. (interposing). Did I not refuse to go along? 

Mr. Horne. It was not my understanding that you refused to go 
along. I understood you suggested that we talk with Mr. Clevenger, 
which we did. 

Mr. Rooney. I said I would not go along. I do not know what 
Mr. Clevenger did, but is it not the fact that I said I suspected that 
you were going to erect elaborate buildings out there in some sort of 
setup as we now find before the committee? 

Mr. Horne. As I recall, the $2,500,000 was all that was involved 
in our suggestion and request at that time, which was not to be spent 
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on any of the items that you were discussing. I have a breakdown 
which shows that the $2,500,000 was to be spent solely on the rehabili- 
tation of the high-powered radio beacon, the control cable for overseas- 
foreign aeronautical communications station, the power system, the 
water system, the sewerage system, the fire station, the dispensary and 
nurses’ quarters, the warehouses, the harbor facilities, the living 
quarters for the CAA and Weather Bureau employees. That was 
involved in the $2,500,000 which we discussed with you and the facil- 
ities which you mentioned were not included therein. 

Mr. Rooney. On the terminals at Fairbanks and Anchorage now 
under construction, what is the estimated cost? 

Mr. Ler. The appropriation you mean where the airport terminals 
are built? 

Mr. Rooney. At Anchorage or Fairbanks? 

Mr. Ler. There are terminal buildings at both places. 

Mr. Rooney. And what was the appropriation for the terminal at 
Anchorage? 

Mr. Ler. The total appropriation is $17 million for the two. 

Mr. Rooney. I am talking about the terminal building alone. 

Mr. Ler. I do not have the figures, but I think it was $750,000; 
that is my best recollection. 

Mr. Rooney. That is at Anchorage, Alaska, and here you are asking 
for a terminal building costing $204,000 on Wake Island with a popula- 
tion of 286. 

Mr. Horne. The population would not affect the terminal building; 
it is the transient people that use it. 

Mr. Bow. What is your transient travel through there? 

Mr. Horne. About 700 a month; 700 large airplanes, DC—4 and 
DC-6 type. 

Mr. Bow. You are talking about airplanes, and not passengers? 

Mr. Horne. Yes, sir; and each one of those planes will carry some- 
where between 20 and 80 passengers; never less than 20 passengers. 

Mr. Couper. Will you tell us something about this open-air 
theater for which you have requested $9,400. 

Mr. Horne. Yes, sir. We have people that have to stay on the 
island and the armed services have long since found that the morale 
problem is a very serious problem, and the modest sum of $9,000 is 
not excessive for an open-air theater so that the employees would 
have some sort of recreation. 

Mr. Couprerr. What about this commissary, $212,000? What are 
the plans on that? 

Mr. Ler. It is principally a refrigeration unit to store food for the 
people living on the island. 

Mr. Couprerr. You have a request for shop buildings and storage 
sheds, $229,000. Who is going to use those buildings? 

Mr. Horne. The CAA will use them. 

Mr, Couprerr. Will commercial airlines use any part of them? 

Mr. Ler. No, sir. 

Mr. Covupert. The airline normally stationed at Wake is the Pan 
American, is it not? 

Mr. Horne. Pan American and Trans-Ocean and Philippine air- 
lines. Those are the three scheduled ones and then we have a large 
number of nonscheduled ones. 
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Mr. Rooney, previous studies by the Bureau of the Budget, 
ourselves, and our previous conversation, I believe that this co: 
mittee and others have indicated that the only way that you wou 
have any facilities at a place of this kind is for one agency to have t! 
construction, maintenance, and operation of all the ‘facilities in or 
to get the unified operation at a minimum cost. 

Mr. Rooney. Mr. Murray, may I suggest that you look this wh: 
thing over very, very carefully. 

Mr. Murray. Yes, sir. 

Mr. Rooney. I am sure you will, and you might look at this mati 
brought up by Mr. Coudert concerning the transfer of $24 millio, 
appropriation over to - item. 

Ir. Murray. Yes, si 

Mr. Bow. Are the y still operating Johnson Island? 

Mr. Horne. The Air Force is operating it—no; the Navy is op 
ating it. ‘The operation has been reduced somewhat there, but 
still is manned and is available for use. I do not think it is used vi 
much, though. 

FrpeRAL ArrportT Act 


Mr. Cievencer. The next item is for the Federal-aid airp 
program. We will insert the justifications at this point. 


GENERAL JUSTIFICATION 


The Federal-aid airport program provides for grants-in-aid to local airp 
sponsors. For this purpose the program authorizations in fiscal years 1949, 195 
and 1951 included a total of $94,700,000 in the form of contract authority. On a 
cumulative basis, including the amount available in 1953, a total of $61,000,006 
bas been appropriated to liquidate obligations incurred under a total of $94- 
700,000 in contract authority. 

As of June 30, 1952, funds available for this program from prior year appropr 
tions totaled $12,660,790 and the amount appropriated for fiscal year 1953 
$11,750,000 for new program and $5,500,000 for liquidating contract auth: 
This made a total of $29,910,790 available for expenditure in fiscal year 1953 

It. is estimated that the obligations that will be due and payable in fiscal vy 
1953 will total $33,374,505, of which amount only $29,910,790 is now availa! 
The amount of expendittires estimated is supported by the experience realiz 
during the first 5 months of this fiscal year when the average monthly expendit 
totaled $2,745,500. Projecting this rate of expenditure through June 30, 195: 
and allowing for an increase in the rate of expenditures consistent with experie 
realized over the past 3 fiscal years, a total of $33,374,505 is required. To ha 
funds available to meet this estimated requirement, a total of $3,500,000 i- 
quested. 


Mr. Horne. This item is in connection with the requirements | 
liquidation cash under the Federal-aid airport program. This 
contained on page 15 of House Document 62. 

The Federal-aid airport program was authorized by Publie Law 377 
of the 79th Congress. In prior years the Congress has authorized th 
agency to undertake programs through use of contractual authorit: 
We have made our estimate and our ‘disbursements through the fi 
half of the fiscal year 1953 and the indications are that we will hav: 
$3,500,000 shortage prior to the ending of fiscal 1954, in paying 
previously authorized obligations. So, this request is purely fo 
liquidating cash for prior contract authorization and our needs, whic! 
are determined by our rate of expenditure during the first half of fis 
1953. 
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Mir. CLevencer. This first 5 months of this expenditure has been 
probably due to the most favorable weather that you have had in this 
operation. Can you make a projection of what this last 5 or 6 months 
will run? 

Mr. Horne. We try to and the best information we ean find is that 
this is about what the projection will be. As near as I can judge, this 
$3,500,000 is what will be required to pay the bills which accrue tor 
previous authorization prior to the commencing of fiscal 1954. 

Mr. CLevencer. Is this for 6 months or 5 months? 

Mr. Leer. Our actual expenditures through December total 
$15,484,000. 

Mr. CLEVENGER That is expenditure? 

Mr. Ler. Yes, sir. 

Mr. CLeveNncrR. And you estimate now for the balance of the 
year, how much? 

Mr. Ler. The balance for the remaining 6 months is estimated at 
$17,880,000. 

Mr. CLEVENGER. How much have you unexpended? 

Mr. Horne. Unexpended now, we would have something like 
$14 million—right at $14 million. 

Mr. CLevenceER. Why do you anticipate any increase in expendi- 
tures? 

Mr. Ler. The collection of experience data indicates that during 
the year we would expend some $33 million and that is in line with 
this experience, which was the rate of withdrawals of funds for granting 
these projects and I might point out once a project has been approved, 
there is no direct control by the CAA over the rate of work on the 
project. 

Mr. Crievencer. How much of this blanket authorization is 
there left unexpended? How long will it last? 

Mr. Lee. There is at this time a total of $33,700,000 that is un- 
financed. The appropriation of $3,500,000 to cover these requirements 
for the remainder of the year would leave a balance of $30,200,000. 

Mr. CLevENGER. You misunderstood me. How much remains of 
that blanket amount? It was a half billion dollars, was it not, 
which was made some years ago? ' 

Mr. Horne. $500 million. 

Mr. CLevencrer. How many years will this run? 

Mr. Hornn. The present legislation expires in 1958. There has 
been approximately $194 million appropriated so far of the $500 
million. 

Mr. Cievencer. They got a second bite after the first one, did 
they not? 

Mr. Horne. I do not believe there is any change in the $500 
million, which was in the initial law and then there was an extension 
of the law for 3 years and there was no change in the total amount 
involved, but an extension of 3 years on the act. 


SUBSIDIES 


Mr. CLeEveNnGcER. You know it is a most unusual thing, but there 
is no other type of transportation that we build rights-of-way for and 
provide other assistance and pay the flagmen. We do not do it for 
railroads or bus companies or bus terminals or anyone else, but this 
baby we never seem to be able to wean. 
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Mr. Horne. I would take issue with that, sir. What we spend on 
inland waterways and what we spend on public roads and things of 
that nature is far in excess of anything we spend on air transportation 

Mr. Rooney. Public roads are paid for by the tax on the gasoline, 
tires, and so forth, are they not, and as a result of the tax on th 
gasoline, tires, and so forth, some billion and a half dollars are left 
over in the Treasury each year. On the other hand, what does the 
Treasury get out of the commercial airlines? 

Mr. Horne. You get taxes on gasoline your airlines use; they pay 
taxes which amounts to many millions of dollars each year. I think 
the Federal Government has subsidized other forms of transportation 
far more than they have air transportation and over a longer period 
of time and a longer period of years. 

Mr. Crievencer. The railroad adds to the value of the territory 
through which it goes, but does the airline add to the value of the 
country over which it flies? 

Mr. Horne. But the airlines add tremendously to the national 
economy and to the overall financial return for all the businesses in 
the country. Ido not think there is any question but what air trans- 
portation and air power is something that this country could hardly 
do without. 

I would like to point out that the services which are supplied in 
connection with the airways, which is the major part of the CAA 
costs, are more than half for the military, and without the airways of 
this country in air power for the air defense of this country, our 
protection would be practically zero. 

Mr. CLevencer. The same is true of railroads. 

Mr. Horne. Not in quite the same way. Without the type of 
facilities which we are operating, our aircraft would be unable to cope 
with the threat of enemy aircraft. 

Mr. Crevencer. Do you believe that ultimately we will be able 
to have the commercial airlines operate all these facilities which we 
are operating? 

Mr. Horne. No, sir; I do not think as long as air power is an 
essential feature of this country, then I think that the people of the 
country will probably be willing to pay a little something for that 
air power. 

Mr. Murray. We would probably have to have a great percentage 
of the airways system simply for the defense of the country, regardless 
of the commercial aspect or the private aspect. 

Mr. CLeveNGER. Yes, Mr. Secretary, in the case of an emergency 
or war, we do with that just as we do with everything else. We seize 
it and go on operating it. We would seize the railroads, if necessary, 
and we have done it, but we would seize them for military purposes. 
However, the railroads would just surrender and say “Here we are, 
what do you want us to do?” 

I think, ultimately, we are going to make the airlines pay a part 
of it, but it is going to come to a showdown, but the thing is growing 
and growig and it is getting heavier and a lot of the equipment 
becomes obsolete before it gets in use. 

Mr. Murray. As you probably know, there is a study going on, 
which started some time ago in regard to this “user charges’ problem. 
We expect to have that ready some time in March, and I think for 
the first time we will be able to have some basic information. I do 
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not know what the policy will be as a result of that, but for the first 
time we are going to have some facts on the matter of user charges. 

Mr. CLEVENGER. I| am anxious to see it. 

Mr. Murray. That study will even get into such things as the 
Patent Office and all phases of the ‘“‘user’’ situation, and certainly, as 
far as the Commerce Department is concerned, we are waiting for that 
with a great deal of interest. 

Mr. CLeveNnGER. | hope that your efforts prove successful in creat- 
ing some user charges, but this is not the first time that that has 
been gone into, by any means, not only in regard to the Patent Office 
but on many other facilities. I do hope you are successful. The 
Government furnishes many services for which they never receive 
adequate compensation. 

Mr. Murray. We will have some recent information on which 
conclusions can at least be based. 

Mr. Roonry. When CAA comes along with an elaborate plan for 
Wake Island such as this, it deserves attention. These figures on 
Wake Island are fantastic. 

Mr. Murray. In fairness to Mr. Horne, we ordinarily would have 
been over these estimates and would have come to you with a policy, 
such as approval or disapproval of these items. We have not had 
very much time and that is not Mr. Horne’s fault. At the same time, 
as far as the Commerce Department is concerned, we are in no position 
to express any opinion at this time. That is not his fault. 

Mr. CLEvENGER. What does the committee want to do? Finish 
these items today, or finish them tomorrow? You have one here for 
public roads and you have a Patent Office item. 

Mr. Preston. | am in favor of quitting at 4 o’clock, in order to have 
an hour or two to work in the office. 

Mr. CLevencer. We will hold these other items over until in the 
morning and we wil! meet at 10 o’clock tomorrow morning. 


TurursDAY, FEBRUARY 
DEPARTMENT OF COMMERCE 


WITNESS 
ROBERT B. MURRAY, JR., UNDERSECRETARY FOR TRANSPORTATION 


GENERAL STATEMENT 


Mr. CLevenGer. Gentlemen, Mr. Murray has a statement he 
wants to make here before he goes to another engagement, and with 
your permission I think we will let him make it. 

Mr. Murray. The committee this morning will have presented 
to it two supplemental items. 

The first one covers the Patent Office. The request is for $135,000, 
and Mr. Murphy, the Acting Commissioner, is here and he will 
justify that amount for you. 

The major matter has to do with public roads, having to do with 
the requirement of $185 million covering contractual obligations which 
we have with the States, and Mr. MacDonald is here to go into that 
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very capably, as you know. There is also the matter of a request for 
$23 million for access roads, $8 million of which are contractual and 
$15 million of which represent work certified by the various defense 
establishments but which at the same time has not been examine 
by us, has not been approved or disapproved. As with the Wake 
Island situation yesterday, we just have not had the opportunity 
We will get on the Wake Island situation right away and try to get 
back to you with that by Monday if that meets with your convenience. 

Mr. Cievencer. You will have it for Monday? 

Mr. Murray. We will have it by Monday. I do not see how we 
can do it any faster than that. Will that be fast enough for you? 

Mr. CLEVENGER. Yes. 

Mr. Murray. Whatever you desire as far as the remaining amount 
of $15 million on access roads, if you want our approval of that we 
will get on thet right away, too. 

Mr. CurveNGER. Is it something that is claimed to be an 
emergency? 

Mr. Murray. It has been certified by the Defense Department. 

Mr. CLevencer. You had better at the same time give us that. 

(The material referred to appears on p. 71.) 

Mr. Murray. All right. 

May I be excused, then, sir? 

Mr. CievenGcer. Certainly. 


Tuurspay, Fresrvuary 5, 1953. 
PaTENT OFFICE 
WITNESSES 


OSCAR H. NIELSON, DEPUTY DEPARTMENTAL BUDGET OFFICER 
THOMAS F. MURPHY, ACTING COMMISSIONER 

T. B. MORROW, EXECUTIVE OFFICER 

D. R. ELLIS, BUDGET OFFICER 


SALARIES AND EXPENSES 


Mr. CLEVENGER. Now we have the item, ‘Salaries and expenses 
for the Patent Office.’’ The request is for $135,000. Mr. Murphy, 
will you justify that? 


Salaries and expenses, Patent Office, 1953 


(H. Doe. 62) 

Request ae ‘ su meey ica $135, 000 
Approprietion to date : by tie abet oer 12, 000, 000 
Obligations to Dec. 31, 1952 - 6, 249, 208 
Expenditures to Dec. 31, 1952 . a ee : 5, 109, 423 
Budzget estimate next fiscal year ] , t SCUth 12, 300, 000 
Employment: 

Average number, current appropriation. __._- el Sth hadecsi2 795 

Number involved this estimate: None additional. 

Actual employment Dec. 31, 1952 
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1, 789 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Government Printing Office has increased its charges to the Patent Office for 
rinting and reproduction, These increased costs were not anticipated at the 
ie the 1953 budget was submitted to the Congress. The proposed supplemental 


appropriation will be required in order to meet these increased costs and prevent 


lelay in the printing of patent and trade-mark materials required by the public. 
JUSTIFICATION OF SUPPLEMENTAL REQUIREMENTS 


Requirements for printing and reproduction of patent and trade-mark ma- 
terial, included in the 1953 budget as presented to the Congress, were drawn 
up on the basis of prices in effect at the beginning of fiscal 1952. Those prices 
prevailed until shortly before the beginning of fiscal 1953, when the Government 
Printing Office announced that it would be necessary to increase its charges on 
all work done for the Patent Office to meet increased operating costs, including 
wage increases. Most of the work done for the Patent Office is on a specific 
page-rate basis, for which new rates have been established. The remainder of 
the work is subject to an approximate 7-percent increase. 

The appropriation of $12 million for fiseal 1953 does not include sufficient 
funds to cover printing requirements because of the impact of the Government 
Printing Office price increases. If supplemental funds are not provided to meet 
the new and additional cost, it will be necessary to suspend, and defer until 
fiscal 1954, the printing of patents and trade-marks when presently appropriated 
funds for printing are exhausted. The Patent Office would face the prospect of 
deferring the issue of approximately 1 month’s volume of patents and trade-marks 
with a resulting accumulation of allowed cases awaiting issue. 

This alternative would serve only to shift the cost of printing to the next 
fiscal year with no provision in the 1954 budget estimate to cover such an added 
cost burden. In the meantime, costly disruption of the orderly processing of 
issues in the Patent Office would be coupled with similar disruptions and idling 
of force in both the Government Printing Office—involving about 250 employees 
and shops of the local contractors which handle the Office’s printing. A con- 
siderable added burden of work would have to be thrust upon these facilities 
early in fiscal 1954 to catch up on the accumulation of work. 

The following schedule shows the effect of the price changes and the method 
of determining the amount of supplemental funds required: 


Unit cost Total cost 


Forme: Revised Forme Revised Increase 


Specifications of the weekly issue of 
patents and trade-marks 
Patents (excluding designs 166, 500 $8. 45 $9. 10 
Design patents 4, 000 3.15 | 3. 20 
lrade-mark registrations 17, 000 3.15 3.40 
Oflicial Gazette, the otficial weekly 
publication of the Office 19,115 10. 55 11.00 201, 663 
Other work done by Government 
Printing Office to which 7 percent 


increase applies 102, 900 206, 403 


Total increased cost j 
Requested supplemental funds | 135 


1, 780 


O00 


Mr. Mureuy. This matter of $135,000 comes about due to an 
increase in the price of printing by the Government Printing Office. 
We received a letter from them on April 9, 1952, saying that the prices 
on the various items that we have printed have been increased. In 
the case of the patents, they have been increased from $8.45 to $9.10 
a page. In the case of design patents, the prices have been increased 
from $3.15 to $3.40 a page. 

We expect to issue in the fiscal year 1953, 45,000 patents. 





Mr. CLtevencer. Will you have that letter inserted in the record? 

Mr. Murpuy. Yes. I have a copy of it here. 

(The letter referred to is as follows:) 

UNITED STATES GOVERNMENT PRINTING OFFICE, 
Washington 25, D. C., April 9, 1952. 
Mr. T. B. Morrow, 
Executive Office, United States Patent Office, 
Department of Commerce, Washington 25, D. C. 

Dear Sin: The Government Printing Office has just granted wage increases to 
most 2ll employees of the Office. This increase in our operating costs together 
with other cost adjustments makes it necessary for this Offiee to increase our 
charges on all patent work. It is expected that this will reflect an approximate “7 
percent increase in our billing for the patent work. The following figures shov, 
the current rate and the new page rates. 


Presentrate'| New rate 


Official Gazette ; ‘ $10. 55 $11. Of 
Specifications of patents 8. 45 9. 10 
Specifications of trade-marks 3.15 3. 40 
Specifications of designs 3. 15 3. 20 


| Per page. 


Effective with April jackets. 

Mr. Donald Fllis, of your Office, asked that this information be forwarded to 
you. 

Very truly yours, 
Joun J. DeEviny, 
Public Printer. 
By F. E. Cristorane, 
Comptroller. 

Mr. Murpny. 45,000 patents would be about 166,500 pages, and 
with that increase from $8.45 to $9.10 per page it would make a total 
increase of $108,225. On design patents the increase would be much 
less; in fact, only $200. On trade-mark registrations, the increase 
would be $4,250. On the Official Gazette, which is a publication we 
issue each Tuesday, and which shows a claim of every patent issued 
and one figure of the drawings, the increase would be $8,602. And 
on all other printing, such as information circulars, rules, and our 
patent laws, there would be about a 7-percent increase. The grand 
total increased cost would be $134,780. 

This amount is something we did not know about when we made 
our estimates for fiscal 1953; and, therefore, it was something beyond 
our control as far as prices are concerned. 

The other thing about it is that the number of patents issued is 
also beyond our control; so, really, we are sort of in the middle, and 
there was no way in which we could have estimated it. 

We requested an appropriation of $12.2 million for fiscal 1953 and 
we received a $200,000 cut, so that we have for this year $12 million. 
If we do not get this $135,000 supplemental, we cannot print; and we 
must print. 

Mr. CLevenGcerR. Any questions? If not, thank you, Mr. Murphy. 
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Tuurspay, Fepruary 5, 1953. 


Bureau oF Pusuic Roaps 


WITNESSES 


OSCAR H. NIELSON, DEPUTY DEPARTMENTAL BUDGET OFFICER 
THOMAS H. MACDONALD, COMMISSIONER 

Cc. D. CURTISS, DEPUTY COMMISSIONER 

J. C. ALLEN, BUDGET OFFICER 


FEDERAL-AID HIGHWAYS 


Mr. CLevENGER. We will listen to you, Mr. MacDonald, on this 
$185 million supplemental. 


Federal-aid h igh ways 


(H. Doe. 62) 


Request, to remain available until expended (needed January 

1953) ee $185, 000, 000 
Appropriation to date 325, 000, 000 
Cash carried over from prior appropriatiens : 800, 000 


Total cash available ae : 325, 800, 000 
Expenditures to January 15, 1953_ . 320, 100, 000 
Budget estimate, fiscal year 1954 4 540, 000, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To provide additional funds for reimbursement to States for the Federal share 
f cost of work done on approved Federal-aid highway projects. Cash available 
for reimbursing States was exhausted in December. 


JUSTIFICATION 


During the past construction season, extending unusually late into the fall, 
there was an accelerated construction program throughout the country. Al- 
though the shortage of steel delayed the completion of many bridge and other 
important projects, through the substitution of projects requiring less steel, 
change in design requirements, etc., expenditures for highway work during the 
current fiscal year will be much greater than in the preceding year. The supple- 
mental estimate of $185 million plus the regular appropriation of $325 million, 
totaling $510 million, is equivalent to the Federal-aid authorization of $500 million 
for fiscal year 1953 plus approximately $10 million of State claims received in 
fiscal year 1952 but held over for payment until fiscal year 1953 because of in- 
sufficient cash. 

During the first half of this fiscal year there has been a decided increase of 
highway construction over the same periods in previous years. A comparison of 
Federal-aid work in place (expressed in Federal funds) during the past 6 months 
with the same period for the 2 previous years indicates the increased volume 
of work accomplished. 


Federal funds 


1950 | 1951 1952 


July. Z oe RA < : $46, 000, 000 $48, 000, 000 $60, 000, 000 
August a ‘ 51, 000, 000 53, 000, 000 61, 000, 000 
September. : adeaene 52, 000, 000 51, 000, 000 67, 000, 000 
October . ; 46, 000, 000 50, 000, 000 65, 000, 000 
November > 38, 000, 000 31, 000, 000 39, 000, 000 
December. - wea 17, 000, 000 19, 000, 000 22, 000, 000 


Total i j j ous 250, 000, 000 252, 000, 000 314, 000, 000 
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The increased volume of work done during the past construction 
compared to the same period in the 2 prior fiscal vears is reflected in 
comparison of expenditures. The following tabulation indicates that 
tures during the first 6 months of this fiscal vear exceeded the same p 
vear by $65 millio1 


Federal expenditures 


Fiscal year Fiseal year Fiscal yea 
1951 1952 1953 


$40, 000, 000 £35, 000, 000 $58, 900, 00 
43, 000, 000 51, 000, O00 51, 000, Our 
16, OCOD, 000 &), 000, 000 61, 000, ¢ 
41, 000, 000 49, 000, 000 65, 000 

3, 000, 000 41, 000, 000 53, O00. 

, JOO, OOO 40, OOD, OOO 4, OUD, 


251, 000, 000 267, 000, 000 332, 000, OV 
. 000, 000 161. 000, 000 179, 000, 00 


294. 000, 000 428, 000, 000 511, 00 


Two measurable factors affecting payments to States for the current vear ar 
(1) earned but not paid and (2) work under way not completed. Earned-but- 
not-paid is the amount owed to the States largelv for work done for which elain 
have not been submitted. Earned-but-not-paid as of January 1, 1953, amou 
to $217,446,000. Comparable figures on corresponding dates 1 and 2 years ag: 
were $163,826,000 and $153,826,000, respectively. 

In addition to payments for claims for work earned but not paid as of January 
1, 1953, reimbursements will be made to the States during the remainder of t 
fiscal vear on construction work accomplished between now and June 30. T 
value of construction work to be completed as of January 1, 1953, amounted 
$295,044,000. Comparable figures on January 1, 1952, and January 1, 1951 
were $263,444,000 and $229,254,000, respectively. Based on the rate of e 
penditure in prior years, almost 60 percent of the value of construction work 
be done on January 1, 1953, will be paid to the States by June 30. 

The Federal-aid highway appropriation for fiscal year 1953 provides funds for 
payment to the States of the Federal share of work done under the three separat: 
Federal-aid authorizations: (1) Primary highways, (2) secondary roads, and (3 
urban arterial routes. The appropriation also provides funds for flood-damage- 
restoration work for which it is reimbursed and for administration of the Federal- 
aid highway program. Following is a statement of estimated expenditures for 
fiscal vear 1953 by activities: 


} 


Estimated Estimated 
expenditures, total for 
Jan. 1 to fiscal year 
June 30 1953 


Expenditures, 
July 1 to 
Dee. 31 


Primary highways $163, 647, 686 , 352, 3 $235, 000, 00) 
Secondary roads 100, 732, 899 9, 267, 10 150, 000, 000 
Urban arterial routes 59, 714, 983 , 285, 110, 090, 000 
Flood-damage restoration 2, 057, 324 , 642, 676 | 3, 700, OO 
Administration - -. an 5, 869, 053 , 230, 9 12, 100, Oi 
Total 1 332, 021, 945 i , 055 510, 800, 001 
Cash available from 1953 and prior appropriations 325, 800, 000 


Supplemental estimate required i 185, 000, 000 


Includes $12,393,432 of vouchers received from States but not paid because of insufficient funds 
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The tabulation following shows actual expenditures by months for f 
1951 and 1952 and the first 6 months of 1953 and estimated expenditt 
last 6 months of 1953. 


Fiscal year, 
1951 


ily $40, 138, 279 
L\ugust 42, 617, 097 ; 
eptember 46, 498, 416 49,5 
yber 40, 497, 233 
vember 43, 541, 046 4) 
ember 37, 670, 915 40, 263, 56 
Subtotal, July-December 250, 962, 986 267, 101 


Wary 26, VOY, 383 27, 910, 29 9, 000, 000 


ruary ( 00), 299 290, 119, 930 23, 000, 000 


ch 9, . 568 25, 535, 153 7, 000, 000 


2, 945 23 164. G08 28, OOO, ( 
¥. 004 26}, 258, 32: 
2,711 4 37, 642, 892 


Subtotal, January—June 3.125.910 | 4 160, 631, 203 


Fiscal year total 394, 088, 896 | 4 427, 732, 303 510, 800, O0C 


Includes payment of $10,562,611 for vouchers ld on June 30, 1952 

Includes $12,393,432 of vouchers received from States but not paid 1 because of insufficic 
Estimate of total vouchers received; payme nts to States will be made when funds are 
‘ Includes $10,562,611 of vouchers received during fiscal year 1952 but not paid becaus« 


Mr. MacDona.p. Mr. Chairman and members of the committee 
[ have a written statement that I offer for the record. 

Mr. CLEvENGER. We will be glad to receive it. 

The statement is as follows: ) 


GENERAL STATEMENT 


(H. Doe. No. 62, Feb. 3, 1953) 
Federal-aid highways : $185, 000, 000 
Access roads ; 23, 000, 000 


FEDERAL-AID HIGHWAYS 


The supplemental estimate of $185,000,000 for Federal-aid highways is necessary 
and urgent because we do not have the funds to reimburse the States. On the 
first of this month we owed the States more than $40,000,000 for vouc hers on hand. 
Funds available this fiscal year consisted of the 1953 appropriation of $325,000,000 
and cash carryover of $800,000 from prior appropriations. Estimated expendi- 
tures for the fiscal year are approximately $511,000,000 or $185,000,000 more than 
cash available. 

We estimated last spring that the cash available ($325,800,000) would probably 
last until about this time of the fiscal year but a favorable construction sesson 
extending late into the fall over most of the country resulted in unusually large 
payments. Also, because of insufficient cash last fiscal year there were vouchers 
totaling $10,562,000 received during fiscal year 1952 but paid at the beginning 
of this fiseal year. Expenditures (including vouchers on hand) for the first 7 
months of this fiscal year amount to approximately $361,500,000. This amount 
is more than $66,000,000 greater than the corresponding period last year. Pay- 
ments for the balance of this year are expected to continue to be greater than 
the same period last year. 

\ measure of the size of the program as of this date compared with preceding 
fiseal years is indicated by the Federal share of unliquidated contracts, i. e. 
contracts entered into by the State highway de epart ments for Federal-aid highway 
construction with the approval of the Bureau of Public Roads. 








ae ee 


Earned but not paid enna aie i$ $163, 826, 000 $217, 446, 00( 
Construction projects to be completed 229, 254, 263,444,000 | 295, 044, 000 
Contracts awarded, not under construction jnbupaebbikeet 56, 643, 000 55, 067, 000 | 57, 055, 000 


Unliquidated contracts- ._-. ih otic ; 439, 723,000 | 482, 337,000 569, 545, 000 


The supplemental estimate of $185 million at this date appears conservative. 
This amount will pay the vouchers we have on hand and provide for monthly 
payments averaging approximately $30 million for the remaining 5 months of this 
fiscal year. 

ACCESS ROADS 


A supplemental estimate of $23 million for access roads is being requested so 
that contracts may be let as soon as possible on some very important access-road 
projects. Only $15 million of the estimate is for additional work; $8 million is 
to pay for work that is already under contract. 

Appropriations and contract authority totaling $31,500,000, with the exception 
of a small reserve for contingencies, have been fully allocated to projects. 
This amount is over $20 million short of the amount needed to provide for access- 
road projects that are now certified by the Department of Defense or defense 
agency as important to the national defense. Funds are not available for projects 
estimated to cost approximately $4 million now referred to the appropriate certi- 
fying agency for action. In addition, field investigations are being made at 148 
installations to determine access-road requirements. Recent experience indicates 
that approximately 30 percent of these projects will be rejected and that the cost 
of projects that will be certified is about $30,500,000. By the end of this fiscal 
year it is anticipated that requests by defense agencies will be made to the Bureau 
of Public Roads for investigation of access-road deficiencies at 100 additional 
installations which will require some $20 million of access-road funds. 

Excellent cooperation has been obtained from the States in the financing of 
access-road improvements. Only about 35 percent of the projects that serve an 
important access function are certified and financed from this access-road appro- 
priation. Most access-road improvements are being financed with State funds 
alone and as regular Federal-aid projects with State and Federal-aid funds. 

Access-road projects built or being planned are of conservative design and 
represent minimum essential facilities to provide adequate service for defense 
installations. 

The need for access roads occurs when defense installations are being con- 
structed. Access-road construction, in most cases, should be the first step in the 
layout and construction of defense facilities. 

The supplemental estimate of $23 million is the minimum amount that should 
be provided to start construction of the most urgent access-road projects. 


FEDERAL-AID HIGHWAYS 


Mr. MacDona.p. The first item is a request for a supplemental 
of $185 million for the regular Federal-aid program. 

I feel, Mr. Chairman, that the committee could very well question 
why we come before it now with a request for $185 million, that would 
indicate some shortcomings in administration where a deficiency or a 
supplemental of this character is necessary. 

I would like to plead not guilty, sir. 

We made an estimate of $480 million when we came before the 
budget committee of the Secretary’s office. They felt that in view 
of the apparent shortages of materials that were developing, it would 
be safe to cut back that estimate to $420 million, which was submitted 
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to the Bureau of the Budget; and they felt, because of the same con- 
ditions, that it would be safe to recommend less than that. They 
recommended $400 million, and when we came before the committee 
in the Congress, they felt it would be safe to cut the cut estimate again, 
so that actually we were given an appropriation of $325 million, with 
the implied assurance in the report of the House committee that if 
necessary we could come back before the committee. 

We do not like to come before the committee with a supplemental 
estimate, and it would not be necessary for us to do so now if the 
original estimate had been allowed, but we did have a larger expendi- 
ture than we had estimated, by perhaps $30 million, because of the 
continued good weather in the fall and a rapid adjustment of the 
States to the steel shortages by doing away with projects that required 
structural plates and substituting reinforced concrete for structural 
steel, so we had a large construction program carried on late into the 
year. As a matter of fact, the work is still progressing fairly well 
because of the good weather conditions, and we have, as indicated in 
the statement which we are submitting for the record, an unliquidated 
going program of $569 million, made + up of the earned but not paid; 
construction projects to be completed; and contracts awarded but 
not under construction. 

Mr. CLevENGER. You may furnish such figures as you want to 
introduce for inclusion in the record. 

Mr. MacDona.p. That is in the statement. I think that covers 
the situation, Mr. Chairman. 

Mr. CLevenGcerR. You are now at the state where you have to use 
all this $185 million to meet the demands? 

Mr. MacDona.p. Yes, sir. We are seriously in debt to the States 
at the moment. Our statement as of the present time shows an 
accumulation of $44 million in unpaid vouchers, with every State 
represented. 

Mr. Preston. So far you have addressed yourself solely to Federal- 
aid funds? 

Mr. MacDona tp. Yes, sir. 

Mr. Sixes. Mr. Chairman, I wish to ask a few questions. 

I wonder why, having been given an appropriation of $325 million, 
you did not cut the cloth to fit the pattern instead of proceeding on 
the assumption you could come back in January and get an additional 
amount? 

Mr. Roonry. This is different from other appropriations. In effect 
you are being here presented with a check for signature, because they 
have the right, under the basic law, to draw the check, and you must 
sign it and pay the bill. When there has been a cut in the appropri- 
ation for Public Roads it was only because we anticipated they would 
not be able to spend the money. We have no discretion in this at 
all; not a bit of discretion. 

Mr. MacDona.p. Thank you, Mr. Rooney. 

Mr. Rooney. I might tell you that you have the ablest Commis- 
sioner of Public Roads that ever existed anywhere. We have great 
confidence in his integrity and ability, and whenever he comes here 
we can depend on everything he says. 
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Mr. Srxzgs. I do not question the ability or integrity of these gen- 
tlemen. But if we are operating under such rules w hy are we con- 
sulted at all? However, it seems farfetched to me that Congress can 
be said to have only the authority to approve blank checks. 

Mr. Preston. We would not see him but once a year if we did that. 

Mr. MacDonatp. We have a series of charts, and we would like 
to have the opportunity at any convenient time to explain the 
operations of this program. 

I would like to generalize this statement. The older members of 
the committee, of course, have become so accustomed to it that the 
difference between a Federal program, as such, and a Federal-aid 
program is not always apparent. 

In this case, in the Federal-aid system of road improvement, the 
Federal Government pays only a part of the bill, as you know. The 
States carry the balance of the bill and take over the maintenance of 
the roads after construction. In the total road program of the United 
States the Federal contribution, although it seems sizable, and is 
sizable, becomes only about 11 percent of our road bill in the United 
States, and the States carry the balance. 

We work, not with a single program, but with 51 programs of the 
48 States plus the District of Columbia, Hawaii, and Puerto Rico, 
which results in a wide spread between the time that Congress author- 
izes the overall program and the time we come to the final payment. 
There are about 30 months between the time Congress authorizes us 
to apportion the funds to the States, and the time Wwe make equivalent 
payments; so we are now expending funds that were authorized more 
than 2 years ago. 

One other point I would like to make for those who have not here- 
tofore been on the committee, is that none of this money is paid over 
in lump sums to the States. Every dollar that goes out is paid on 
vouchers submitted by the States for so many items of work—so many 
cubic yards of excavation, so many cubic yards of structural concrete, 
and so on down through the various items that go into the making of 
roads and bridges—and these are in accordance with contract prices. 

Mr. CLevencer. I would say, Mr. Sikes, that on the face of this 
there were three looks taken at it, and Mr. Rooney was the chairman, 
and the committee, supporting him, took a look. It so happens that 
they have been able to get more material, which was not in the picture 
when we cut their request. So we were really just trying to put the 
brakes on. 

Mr. Stxes. I am not condemning the Bureau or the people who 
work in it, but I consider it strange there would be such a wide gap 
between the appropriation and the obligated or anticipated funds. 
It is news to me that we cannot control appropriations, for, after all, 
Congress is given that responsibility. 

Mr. CLevencer. About all we could do was exercise our judgment 
as to the amount of material they would be able to get. 

Mr. Stxes. The Congress has made an appropriation of $325,000,- 
000, and it is disturbing that this additional request is now before us. 

Mr. Cievencer. It is disturbing until you realize it was 18 months 
or 2 years ago they started on these projects. I wish we had in every 
department as reliable people spending our money as we have in the 
Bureau of Public Roads under Mr. MacDonald. 

Mr. Sixes. I do not seek to criticize. Iam asking for information. 
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Mr. Rooney. It is a matter of whose guess is the more accurate, 
on this side of the table or on the other side of the table. What with 
steel and other materials having been scarce, the committee thought 
they would not be able to get as much material as they wanted, or to 
use as much money as the: -y asked for, and in a number of the past 
vears we were right, were we not, Mr. Commissioner? 

Mr. MacDona.p. Yes, sir. 

Mr. Roonry. This is one year when I think we will have to bow 
to you. 

Mr. Srkes. I] think it ought to be said for the record that Congress 
does have a veto power over this. We could refuse to appropriate a 
penny if we wanted to. But, being realistic people, we realize that 
money must be provided for such an important program. 

Mr. CLEVENGER. It would destroy the whole States’ roads program 
if we did that. 

Mr. Rooney. If we did that we would be reneging on an obliga- 
tion validly and legally made by the Bureau of Public Roads. I do 
not know, as a matter of law, if we could do that. 

Mr. Preston. You do it on the soil-conservation program of farm- 
ers and get by with it. You make promises to the farmers that if they 
follow certain practices they will be paid later, and it is up to Congress 
to provide or refuse to provide the funds. 

Mr. MacDownatp. I think this is a little different. Between 93 and 
95 percent of our work is done by contract. That is, the State lets 
the contract and obligates itself to do the work after the approval of a 
project. Our law says that the Secretary shall approve these projects 
as they are submitted to him, and, when he has approved them, then 
it becomes a contractual obligation of the Federal Government. 

It would be an impossible situation if there were not. a firm allocation 
of Federal funds to the contracts entered into by the States. Right 
now it would bankrupt the States’ road funds if the Federal Govern- 
ment did not meet its obligations. 

Mr. Bow. Commissioner, do you have a list of the obligations to 
States that we could have for the record? 

Mr. MacDona.p. We have these separated into several categories. 
| have a list of the funds that have been earned but not paid, broken 
down by States, amounting to $217,000,000. ‘These are the obliga- 
tions that will be submitted by the States during the period of the 
expenditures. 

Mr. Bow. They are the obligations which make it necessary to have 
this $185,000,000 to cover them? 

Mr. MacDonatp. Yes, sir. We cannot tell you exactly how 
much of these $217,000,000 will be paid, because we wait for the 
submission of vouchers by the States, and these 51 units vary. Some 
carry their debts longer than others. Some submit their vouchers 
very promptly. 

Mr. Rooney. I am going to ask Commissioner MacDonald to 
explain, for the benefit ‘of the new members of this committee, the 
relationship of this underlying legislation to the fact that the State 
legislatures generally do not meet but once ever y 2 years. 

“Mr. MacDonatp. Yes, sir. I mentioned the fact that we have a 
partnership arrangement by which the States provide half, or actually 
more than half, of the funds for construction, and then take over the 
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roads for maintenance. In addition, they build and maintain larg 
mileages outside of the Federal-aid system. 

The State legislatures meet, as Mr. Rooney says, once in 2 years, 
normally, and at that time they make provisions for the matching 
funds to meet those carried by the Federal Highway Act; and that is 
the principal reason the Federal legislation provides for a 2-yeai 
program. That has been customary over a considerable period, that 
Congress will provide a 2-year program so that it will mesh with th: 
actions of the State legislatures. 

Does that cover it? 

Mr. CLevencer. Any other questions? Mr. Bow? 

Mr. Bow. Is the program entirely within the province of the 
State? Does the State determine the program, or is it in conjunction 
with you, Commissioner, that a determination is made as to which 
highways will be improved and where the money will be used? 

Mr. MacDona.p. It is very much in cooperation with our field 
engineers, stationed in every State. We have a district enginner in 
each State, under a division engineer. There are 10 divisions; 11 
divisions including Alaska. After Congress has acted, a credit is set 
up for the State. The first action of the State is to present a program 
of projects they propose to undertake. We go over that program 
project by project, usually in the field, and examine the items. The 
programs are predicated upon the traffic studies of each State, which 
are going on constantly between the Bureau of Public Roads and the 
State Highway Department. 

I think we know pretty well at all times the weak places in the pri- 
mary roads. This is a chart that shows an examination of the condi- 
tion of 33,000 miles out of 37,000 miles of the interstate system. That 
is the major system of the United States, as you know, connecting 
across the continent, east and west and north and south. The system 
was set up in cooperation with the States under the direction of the 
Congress to select a system of not more than 40,000 miles that would 
take care of the roads most necessary for defense and for interstate 
traffic. 

This chart shows that of this main system in the United States we 
have about 24 percent of the mileage that we judge adequate for 
present-day traffic. About 16 percent is in critical need of recon- 
struction, and the balance, that is 60 percent, is in the intermediate 
condition of needing rehabilitation but not with the same critical time 
element as the 16 percent. That is the major system of roads we have 
in the United States of national scope. 

Mr. Chairman, we have been thinking that our roads have become 
inadequate because of the increased number of vehicles. If that 
were the only reason, we would not be too badly off. Our mileage 
of improved roads expanded very rapidly between 1920 and 1930, 
on up to 1935. That was the period we extended our improved road 
mileage very rapidly and built the roadways for the number and 
types of vehicles we had at the time. 

At that time we had average speed on rural roads at 26 miles an 
hour. That was the observed traffic speed, an average of 26 miles 
an hour, and we had only about 5 heavy-axle loads, 18,000-pound 
loads, in every 1,000 trucks. Now we have an observed speed on 
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the rural roads of 50 miles an hour. That is the observed speed 
outside of the built-up sections of the cities, and sometimes we think 
they are trying to go that fast in the cities. We have 90 heavy axle 
weights in every 1,000 trucks. These are the 1952 figures. 

It is in the way that we have changed our use of the motor vehicle 
in the last 20 years that has built up these inadequacies in our high- 
ways. If we were still traveling at 26 miles an hour, and had no buses 
and trucks, we would still be getting along fairly well. That increase 
in numbers alone makes an increased service load in 1952 over what 
we had in the base period 1920-30 of about a 4 to 1 ratio. We have 
increased our number of vehicles an equivalent of 50 percent by in- 
creasing the mileage 50 percent that we use each vehicle. From this 
and other causes we now have a service ratio increase of about 1 to 8, 
or we need 8 times the facilities in our roads as in the 1920 to 1930 
period. 

Our trouble is not alone in the rural districts. It is also in the city 
districts, where we have the ebb and flow of night and morning traffic. 

Mr. Chairman, I appreciate having the opportunity to bring some 
problems, that have been building up, before this committee. May | 
add this comment? 

The greatest service of the Federal-aid program is to provide a 
catalyst to bring the States and their cities and counties closer to- 
gether in cooperative action. The other day Mr. Robert Moses, 
in an article for the New York Times, said: 

The joint Federal, State, and city programs of arterial construction within the 
city are moving along steadily through quiet cooperation of all those concerned. 

* * All that is necessary in this part of the traffic field is to continue the 
present program without political or other interference. 

Of course Mr. Moses has been one of the most active officials in 
this work, but the whole program has brought the States, cities, and 
rural sections closer together than would have been true otherwise. 

Mr. Rooney. I don’t think there is any question about that. 

Mr. MacDona.p. Our cities are really in bad shape because the 
State legislatures have never been very sympathetic to them. 

Mr. Roonry. We have the most glaring example of that in New 
York. 

Mr. MacDona.p. I will not always be presenting these matters 
to the committee, Mr. Chairman. 

Mr. CLEVENGER. We hope you will be for a long time. 

Mr. MacDonaup. After 34 years of service I think that the role of 
the Federal Government is not to dictate to the States or cities or 
counties, but to form a catalyst by which the States through the 
State legislatures and their highway departments help their cities 
and their counties in the administration and financing of this work, 
which is now costing annually about $5 billion, as you know. This 
diagram shows the mounting cost of maintenance on highways. 
Beginning i in 1941, when we got the stop order against new construc- 
tion, and since we have almost a straight-line increase. 





Access Roaps 


Mr. CLEvENGER. The next item is access roads. Without objec- 
tion, we will place the justifications in the record at this point. 


Access roads (act of Sept. 7, 1950) 


(H. Doc. 62) 


Request, to remain available until expended (includes liquidation 
of contract authorization of $8,000,000) (needed: January 1953)_ $23, 000, 00: 
Appropriation to date (fiscal year 1953) _ - , 15, 000, 00( 
Less amount applied to contract authorization _ _ - 10, 000, 00( 
Plus carryover from prior appropriations - - - 2, 127, 87 
Total amount available____-___- ‘ i ‘ 7, , 87: 

Obligations to Dec. 31, 1952_- ; 5, 988, 645 
Expenditures to Dec. 31, 1952 : 4, 923, 733 
Budget estimate, fiscal year 19: _... 20, 000, 000 
Project employment: 

Average number, current appropriation 

Number involved this estimate ___- 

Actual employment, January 1953_ 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


For survey and construction of access roads to Atomic Energy Commissio 
plants, to military installations, and to sources of strategic raw materials wh« 
need is certified to the Secretary of Commerce by designated defense officials a 
important to the national defense, $15,000,000. Also, for liquidation of unfinance 
portion of contract authorization provided for access roads by the act of Octo 
16, 1951 (65 Stat. 422), $8,000,000. 


JUSTIFICATION 

Defense roads 

The access-road program is totally a defense program of an emergency char 
acter. All access roads must be certified to the Secretary of Commerce by thi 
Secretary of Defense or other officials designated by the President as being im- 
portant to the national defense. They are public roads outside of but serving 
access to plants of the Atomic Energy Commission, to defense installations, and 
to uranium and other mines. 


Status of program 


Access-road appropriations are inadequate to finance certified projects. T 
date only $31,500,000 has been made available by appropriations and contract 
authorizations. At the end of calendar year 1952 there were 252 certified projects 
which alone would require the use of $52,179,291 access-road funds. An addi- 
tional 33 projects have been investigated in the field and referred to appropriat« 
agencies for certification which would require $3,794,737 of access-road funds. 
At the request of the Defense Department, Atomie Energy Commission, Defens« 
Minerals Administration or Forest Service new projects are continually being 
investigated. As of December 31, 1952, field surveys and investigations wer 
under way at 148 installations. The following tabulation summarizes the access- 
road program as of December 31, 1952. 


| | 
Number; Total 
of projects} cost 


Stateor | Federal | Access- 
i 
| 
| 
| 


local funds aid | road funds| Miles 


$8, 691, 021 | $6,875, 062 |$52, 179, 291 
137, 325 | 73,125 | 3, 794, 737 
i) () (') 


Certified | 252 
Referred for certification aa 33 
Installations under investigation __ | 148 





Total , 750, 561 | 8, 828,346 | 6, 948, 187 55,974,028 | 1,944.4 


t 


1 Undetermined. 
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State and local participation in financing of roads serving an important access function 


Access-road projects that require certification and financed from the special 
access-road appropriation represent only about 35 percent of the projects that 
serve an important access function. Most access-road improvements do not 
require certification and are being financed as regular Federal-aid projects with 
State and Federal-aid funds or with State funds alone. Since the Korean con- 
flict, 833 road projects on which at least 25 percent of the traffic is generated by 
defense activities in the vicinity of the project have been programmed providing for 
the improvement of 4,190 miles to defense facilities. These projects are estimated 
to cost $219,261,776, of which $96,896,182 is State or local funds, $66,391,566 
Federal-aid funds, and $55,974,028 access-road funds. The following tabulation 
indicates the extent of the use of State or local funds and regular Federal-aid funds 
in the proposed financing of roads serving an important access need. 


| ] 
| Number 
of projects 


michet es State or Federal A ccess- 
Potal cost | iocal funds aid road funds 
| 


Access-road-funds projects 285 |$71, 750, $8, 828, 346 | $6, 948, 187 $55, 974, 028 
Federal-aid projects... .---- | 298 |119, 988, 454 | 60, 545,075 | 59, 443,379 
State projects ‘ 250 | 27, 522, 761 | 27, 522, 761 


Total. — ‘a : 833 |219, 261, 776 | 96, 896, 182 | 66, 391, 566 
' 


Access-road authorizations and appropriations 


The Federal-Aid Highway Act of 1952 authorized an additional $50,000,000 for 
access roads bringing the total authorization to $95,000,000. Out of this total 
authorization there has been made available for contracts $31,500,000 of which 
$23,500,000 has been appropriated. The details pertaining to authorizations, 
contract authority, appropriations, and estimates are shown in the following 
table. 


Appropriations 
Authoriza- | Contract 


tions authority To liqui- | New obli- 


date gational 
contract authority 
| authority 


Total 


Act of Sept. 7, 1950 (64 Stat. 785) _-. .. $10, 000, 000 | $2, 000, 000 
Act of Jan. 6, 1951 (64 Stat. 1225 

Appropriated $2, 000, 000 | $3, 000, 000 $5, 000, 000 

Transferred from Access Roa 

Defense Highway Act, 1941_..--- 2, 000, 000 2, 000, 000 

Act of Oct. 16, 1951 (65 Stat. 422) 35, 000, 000 | 18, 000, 000 
Act of Oct. 22, 1951 (65 Stat. 592 
Act of June 25, 1952 (66 Stat. 161 50, 000, 000 
Act of July 10, 1952 (66 Stat. 565 10,000,000 | 5,000, 000 15, 000, 000 


, 500, 000 1, 500, 000 


Total 95, 000, 000 | 20,000, 000 | 12, 000, 000 , 500, 000 23, 500, 000 
Supplemental estimate, fiscal year 1953 8, 000, 000 5, 000, 000 23, 000, 000 


Budget estimate, fiscal year 1954 , 000, 000 20. 000, 0CO 


Total appropriations and estimates 20, 000,000 | 46,500,000 | 66,500,000 


Construction of important access-road projects cannot be started until addi- 
tional access-road funds are made available. The greatest impact on highways 
in the vicinity of defense installations usually comes during a period of construction 
of the installations. In most cases access roads should be provided as the first 
effort toward construction of the defense installation. Unsatisfactory road 
conditions contribute to the cause of rapid labor turnover and other problems 
concerned with inducing workers to accept employment in the construction of 
large defense installations. 

The supplemental estimate of $23 million of which $8 million is for liquidation 
of contract authorization is the minimum amount necessary to proceed with the 
construction of the most urgent certified projects. 
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Mr. MacDonatp. Mr. Chairman, on this supplemental item for 
access roads I would lke to preface my remarks by saying that, since 
the present program started, that is, the present buildup of our defense 
program, we have shaped our regular program to serve the defense 
industries and installations and have had the finest possible coopera- 
tion from the States. In every State we have projects which we list 
as access-road projects that are being financed as regular Federal-aid 
projects. The regular allotments of Federal-aid funds are being 
used for the improvement of 298 projects totaling 995 miles and costing 
$119 million. This represents the cooperation that is being extended 
by the States in the building of access roads on which at least 25 per- 
cent of the service requirements are from the installations, that is, 
military or other defense installations. 

(The following chart was submitted by Mr. MacDonald:) 


Federal-aid projects programed since Oct. 1, 1950, performing an important access- 
road function, as of Jan. 1, 1953 


Number 
of proj- Total cost 
ects 


Federal 
funds 


Arizona 
Arkansas 
California 
Colorado 
Delaware 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
Kansas 47, 154 
Kentucky é 716 
Maine . 3 342, 000 
Michigan 3, 447 
Minnesota 42, 652 
Missouri , 050 | 
Montana 5, 000 
Nebraska 3, 883 
Nevada 38, 983 
New Jersey 99, 662 | 
New Mexico , 189 
New York , 783 
North Carolina 5, 740 
Ohio 55, 825 
Oklahoma 560, 000 
Pennsylvania 37, 400 | 
South Carolina 70, 863 | 
South Dakota 339, 680 | 
Tennessee 38, 644 | 
Texas 3 . 262 
Utah 1, 139, 096 | 
Virginia 3, 903, 501 
Washington 3, 947, 126 | 
West Virginia 3, 342, 595 | 
Wisconsin 1 

Hawaii 7. 


, 384, 469 $974, 705 
287, 960 153, 380 
4, 424, 000 , 172, 900 | 
, 317, 522 670, 103 
624, 592 309, 687 | 
, 000 | 


bobo ON OD wo 


, 069 
. O11 
029 


to - 


Dom WOW He Ome OS 


ry _ to 


& ‘ 
| IO OR OO te 


32, 118 | 
: , G47 | 


_ 


Total sel novsnoaetibhascmbelebel 298 | 119, 988, 454 | 8, 493, 279) 
| | 


Mr. MacDona.p. We have in the justifications referred to the 
programs. ‘The supplemental appropriation requested has not been 
passed upon by the present administration, and we expect to have 
these reexamined in detail, that is, the projects that make up these 
items for which we are asking additional appropriations. 

Mr. CLevencer. Off the record. 

(Discussion off the record.) 
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Mr. MacDona.p. This program is contracted only after the appro- 
priation or the contractual authority. We have, as of January 1, a 
total of 433 projects in the categories of certified and approved; 252 
certified only, that is, certified by t the Defense Department as being 
necessary to national defense; 33 referred to the Department for 
certification; and under investigation, 148. 

We are prepared, Mr. Chairman, to give you the complete details 
on the access-road projects. In general, however, they consist 
mainly of short projects that connect with the principal roads. Where 
the principal roads are involved, we use the State and regular Federal- 
aid funds, and only a part of the costs for the improvement are paid 
from the access-road funds. 

At the present time the projects that we designate as access repre- 
sent a cost of 25 percent from the access-road funds and 75 percent 
from the regular apportionments to the States and State or local funds. 

We are trying to conduct this operation in a tight-fisted manner, 
but we do have demands from a great many defense establishments, 
as well as other defense installations. 

One of our difficulties came about bv reason of the new atomic 
energy plants undertaken after we had made our recommendations 
for appropriations. These, of course, impose a very considerable in- 
crease In the cost of the access-road program. 

I will be glad to answer any questions. Each individual project 
is handled in about this way. The request may come from top 
management, as the Atomic Energy Commission itself, or it may 
come from the commandant at the installation, or from the head 
of a plant engaged in defense production. 

When a request is made for an examination of any of the roads 
that would come in the access-road class, our engineers make a 
report, which is referred to the head of the installation and to the 
Washington office of the Bureau. We go over the report and refer 
that, either with favorable or unfavorable recommendations, to the 
unit in the Defense Department that acts for the three Defense 
Departments. That is the Transportation Corps. They decide 
whether to certify or reject the application. That is the way all of 
the individual projects that are on the sheets that I passed to you 
were handled. 

There is considerable merit to the access-road program as an 
economy measure. We made a careful analysis of a very sensitive 
plant in Indiana. 

(Remarks made off the record.) 

Mr. MacDonatp. We found that they had employees who were 
coming from as far as 80 miles away. 

[ think you might pass that chart around. It shows the traffic 
pattern. 

To a very considerable extent automotive transportation has made 
it possible for the worker to live at home and to work at an installation 
far removed. 

I will be glad to answer any questions, Mr. Chairman. 

Mr. CLevenGcer. Have you any questions, Mr. Coon, on this? 

Mr. Coon. Just one question for my information. Do you have 
a gas tax going into this fund that covers the cost? 

Mr. MacDona.p. No, sir. The Federal gas tax now is 2 cents, 
and for the full year of 1952 the tax brought mm $851 million. 

29310—53——7 
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Mr. Rooney. Does that include the tire tax? 

Mr. MacDonatp. No, sir. The total manufacturers’ excise taxes 
relating to motor vehicles was $2,100 million. There is no legal, « 
even implied legal, connection between the excise taxes and tly 
amount that is expended for roads. I think it would be more con- 
sistent if there should be, because we have in the Federal highway 
legislation the obligation to withhold Federal money from the States 
if they divert such funds from road purposes. 

Mr. CLtevencer. That has been done. 

Mr. Rooney. That is a very popular position to take as you trave! 
around the country? 

Mr. MacDonaxp. Very. 

Mr. CLEVENGER. Any questions? 

Mr. Roonry. No questions. 

Mr. CLeveNnGeER. Mr. Preston? 

Mr. Preston. Mr. Commissioner, this list you furnished us for 
committee use, I take it to be the projects that have been approved? 

Mr. MacDonatp. Which list are you reading from? 

Mr. Preston. The fine print. 

Mr. MacDonaxp. Yes, sir. You will find the several classes there 
They are all certified in the first pages. 

Mr. Preston. And approved for construction, it says. 

Mr. MacDona.p. Yes, sir. 

Mr. Preston. Does that mean that there is not any 
under way on them now? 

Mr. MacDona.p. These have been financed and released for con- 
struction. 

Mr. Preston. . 

Mr. MacDonanp. Yes, sir. That is the first three sheets. That 
total cost is $33 million and we have $30 million for this list which is 
certified and approved for construction. The second is certified only. 
We have no money for that list. 

Then there is a third list referred for certification on which there has 
been no action. 

Mr. Preston. There are no funds available for that third list? 

Mr. MacDonaup. No, sir; neither for the second nor third list. 

Mr. Preston. It seems to me that a lot of these projects in this 
first list, where they have been certified, are projects that should have 


been properly undertaken by the State under a Federal-aid program: 


some of them have been, I see, but a very small percentage. Some 


of these projects go to defense plants, privately owned defense plants 
plants not on Goverament-owned property. 

Now, you are asking exactly the amount by which the committec 
cut this request last year; are you noi? 

Mr. MacDona.p. I do not remember what the cut was last year. 

Mr. Preston. We cut it $15 million and that is what you are 
asking for, plus $8 million to liquidate prior contract authority. 

Mr. MacDona.p. Yes, sir. We asked for more than that, but 
this was the net result of the examination; that is correct. We 
submitted a request for contract authority to cover the balance of the 
authorization. The responsibility for determining whether a project 


is necessary for the national defense rests with the Defense Depart- 
ment. 


construction 


With funds you already have appropriated? 
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Mr. Preston. And that source is not too reliable, | am afraid. If 
you had the determination to make, Mr. Commissioner, | would have 
a lot more confidence in this access-road program. 

Mr. MacDona tp. I appreciate your statement. We reject 30 
percent of the projects that are submitted, on the average. ‘That is, 
we get 30 percent more requests than are matured or referred for 
further consideration. 

Mr. Preston. It is natural for the military to make self-serving 
recommendations. 

Mr. MacDonatp. I have the feeling that this examination is being 
conservatively and carefully done by that group. 

(Discussion off the record.) 


Mr. Preston. Local communities go out and wage a vigorous fight 
1 


to get a defense plant which wi!l employ a great many of their citizens 


and bring a payroll into the community. As soon as they get it, they 
eo to work to see how much money they can get the Government to 
spend for things which ought to be paid for by the State. A great 
many of these projects are certainly windfalls for the States and their 
expense should be borne by the States. 

You had fine success resolving difficulties between counties and 
cities, but you did not have as much success in getting the States 
together, did you? 

Mr. MacDonatp. No, sir; not Georgia and South Carolina. The 
answer iS no, In some cases. 

Mr. Preston. That is all. 

Mr. Bow. Mr. Commissioner, for my information, how do the 
States contribute in these access-road programs? Is the contribution 
somewhat similar to the others we were talking about? 

Mr. MacDonatp. Yes, sir. It does not follow a fixed pattern. 
Normally where the project construction cost is paid for from access 
funds, the rights-of-way and property damages may be furnished by 
the States or the local communities. 

Mr. Bow. Where these roads are put into a State, does that take 
away from general highway construction within the State? In other 
words, if you did not have these access roads, would there be more 
money for the other programs throughout the State? 

Mr. MacDonaup. Not the access roads as such. The first class 
of roads that I referred to, where 25 percent of the traffic is generated 
by the particular installation, that comes out of regular Federel-2id 
funds and could be used elsewhere in ihe State; thes is true. But the 
access projects are paid for from eccess funds that we ere ielking 
about here. 

(Discussion off ihe record.) 

Myr. Rooney. I novice an access road in my State for the American 
locomotive plant in Schenectady, $86,000, which is to be entirely 
Federal money. Is thai within the confines of the city of Schenec- 
tady, N. Y.? 

Mr. MacDona.p. Yes, sir. 

Mr. Rooney. Entirely within the city? 

Mr. MacDona.p. Yes, sir. 

Mr. Rooney. No matching funds at all? 

Mr. MacDona xp. It is eight-tenths of a mile. I did go into the 
details of that, but I do not have them in mind at the moment. 
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Mr. Roonry. The question arises, Why should not the city of 
Schenectady, the county of Schenectady, or the State of New York 
take care of that? 


Mr. MacDona.p. I suppose that they felt they just did not have 


the additional money. I cannot give the details of that now but ] 
would be glad to look into it. 


FURTHER STATEMENT 


The American Locomotive plant in Schenectady had a defense contract in- 
volving the production of tanks. Before acceptance by the Government the 
tanks had to undergo a field test. The company provided a proving ground 
adjacent to the city where these tests were made. The access road was necessar) 
to transport the tanks to the proving ground on trailers. Other methods of 
transportation were considered but the access road proved to be the most prac 
ticable and the cheapest. Since the principal use of this road was for transporting 
tanks, its cost was considered a Federal responsibility and not one that the cits 
could reasonably be called on to absorb. 


Mr. CiLevencer. Gentlemen, we thank you. 
Mr. MacDona.p. Thank you, Mr. Chairman. 


Tuurspay, Fespruary 5, 1953. 
SUBCOMMITTEE ON INDEPENDENT OFFICES 


JOHN PHILLIPS, California, Chairman 
NORRIS COTTON, New Hampshire ALBERT THOMAS, Texas 
CHARLES R. JONAS, North Caro-GEORGE W. ANDREWS, Alabama 


lina SIDNEY R. YATES, Illinois 
OTTO KERUEGER, North Dakota 


TENNESSEE VALLEY AUTHORITY 


WITNESSES 


GORDON R. CLAPP, CHAIRMAN OF THE BOARD, TVA 

G. O. WESSENAUER, MANAGER OF POWER, TVA 

JOHN H. CLARK, CHIEF BUDGET OFFICER, TVA 

DONALD C. SAIR, SUPERVISORY AUDITOR, GENERAL ACCOUNTING 
OFFICE 


TRAVEL LIMITATION 


Mr. Purtups. We have before us representatives of the Tennessee 
Valley Authority who are appearing in connection with a request for 
an increase in the limitation on funds for travel as contained in House 
Document No. 62. The limitation is now $1,648,275 and you want it 
increased to $2,000,000. It is a pleasant surprise to us that you are 
asking for no money, but are merely asking for an increase of the travel 
limitation. We have with us Mr. Gordon Clapp, Chairman of the 
TVA, Mr. Wessenauer, Manager of Power, Mr. John H. Clark, Chief 
Budget Officer and Mr. Donald C. Sair of the General Accounting 
Office. 

I have an idea that we can get through with this rather quickly. 
Mr. Clapp, do you want to make a statement as to what the situation 
is? 
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GENERAL STATEMENT 


Mr. Crapp. I would like to, Mr. Chairman, if I may. 

I am sure the committee understands that we are in this supple- 
mental in order to request a change in the language of the Appropria- 
tion Act for the current fiscal year, 1953. The 1953 appropriation 
language fixed a limit on the amount that we could spend for travel 
expenses at $1,648,275. The language proposed in the supplemental 
would increase that limitation to $2 million. It is not a request for 
additional money, but only for the authority to spend more for travel 
expenses out of the total money available. 

I would like to make clear as to just why we need the ceiling raised. 
The appropriation as it was made for this current fiscal vear allowed 
under that ceiling about 70 percent of the estimate we submitted for 
our requirements for travel expenses. 

Mr. Puruuirs. That is, the original request? 

Mr. Ciapp. In the original request plus the supplemental appro- 
priation that we received ‘last vear to start some new power capacity 
to serve Atomic Energy Commission loads. 

Mr. Puiuuips. Seventy percent of the total amount in both bills? 

Mr. Cxiapp. Seventy percent of our estimated requirements in 
both bills, that is right. Now, because of this ceiling amount in the 
appropriation we have had to scale down the construction work that 
we are doing and in order to avoid exceeding the limitation by the end 
of the year we are finding it necessary to handle some of our work in 
ways that are not as efficient as we would like to see it handled. 

The situation briefly is this: 90 percent of all of our travel expenses 
which go into the 02 account (the object classification for travel ex- 
penses as prescribed in Budget-Treasury Regulation No. 1) is incurred 
in connection with the construction of powerhouses and power-trans- 
mission lines and in the operation and maintenance of those facilities, 
and more than 85 percent of all of the travel expense money is in per 
diem payments to employees when they are away from their official 
station. 

The remainder of it is for payments to common carriers for trans- 
portation on trains and to some extent on airplanes. 

Mr. Paiuuips. How about putting this letter in the record? 

Mr. Criapp. I would appreciate it if you would, Mr. Chairman. 

(The letter referred to is as follows:) 

TENNESSEE VALLEY AUTHORITY 
Knoxville, Tenn., January 27, 1958. 
Hon. JoHn TABER, 


Chairman, Committee on Appropriations, 
House Office Building, Washington, D. C. 


Dear Mr. Taper: On January 10, 1953, the President submitted to the Con- 
gress proposed supplemental appropriations for the fiscal year 1953 together with 
several proposed provisions and increases in limitations pertaining to existing 
appropriations. Included is an item for the Tennessee Valley Authority which 
would increase from $1,648,275 to $2,000,000 the limitation on travel expenses, 
but without increase of appropriations. TVA’s ability to carry out essential work 
during the balance of this fiscal year is contingent upon obtaining this increase 
in the limitation. 

The great bulk of TVA travel expenses is not for administrative purposes 
\bout 90 percent of our travel expense is incurred in the construction, operation, 
and maintenance of dams, steam plants, and transmission facilities. Engineers 
from our main Offices must make trips to the projects to decide important questions 
of design and construction; key personnel must be shifted from one project to 
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another; inspectors must travel to the plants of our suppliers to see that important 
equipment is manufactured according to specifications and on schedule; main- 
tenance crews must travel from central operating centers to the points where 
breakdowns occur. In building transmission lines—for which about 60 percent 
of our travel money is used—the nature of the work is such that workmen must 
move from place to place as construction progresses step by step. Considerable 
travel is an absolute essential to the type of construction, operations, and mainten- 
ance which TVA is doing. 

In the President’s budget for 1953, total TVA obligations were estimated at 
some $329 million, of which $2,061,585 was for travel. The program as approved 
in the Supplemental Appropriation Act, 1953, added $150 million to our current 
year’s program; we estimated that about $300,000 in travel would be required for 
the supplemental program, or a total of $2,361,585. When we appeared befor 
your committee on June 16, 1952, in connection with the supplemental program 
we described the urgency of the situation on travel funds. The travel limitatio 
for the year as amended in the supplemental provided $1,648,275—or less than 70 
percent of our requirements. It is this figure that we request be increased t 
$2,000,000. 

Early in the fiscal year TVA reviewed critically all travel requirements and put 
into effect drastic measures to conserve limited travel funds. Travel to manu 
facturing plants to inspect equipment and to expedite deliveries was reduced even 
though it involved risks which we think are unwise. Travel connected with a 
program to train badly needed operators for new power projects had to be cur 
tailed. We also have deferred a large amount of maintenance work which wi 
ultimately have to be done. Transmission construction has been deferred. Thi 
limitation has not saved the Government money, but to the contrary, the strenuous 
efforts by TVA to live within travel limitation have resulted in higher expendi- 
tures, and greater costs to the Government to accomplish the same results. Rather 
than incur the cost of commercial air or train fare, employees are driving TVA 
cars to distant points, thereby using more time than faster travel would require 
Where work must be done in the field, employees are making daily round trips by 
car rather than staying overnight at the job. It frequently costs $2 or $3 in pay- 
roll and other expense to save $1 in travel funds. 

The results of the travel limitation during the current year illustrate, in part, 
the reason why we believe that limitations on particular objects of expenditure 
(such as travel) as applied to TVA often result in a waste of Government money 
rather than accomplishing the intended savings. Last fall we discussed this 
problem as it relates to the travel requirements included in our 1954 budget with 
representatives of the Bureau of the Budget. Mr. F. J. Lawton sent to you, | 
believe, a copy of his letter to me dated January 6, 1953, on this matter. In con- 
nection with our hearings before your committee on the 1954 budget, we should 
like to request that the proposed limitation on travel for next year be removed and 
to present more fully our reasons for this request. In the meantime, however 
we urge that the limitation for the current year be increased to provide enoug! 
travel to meet essential needs for the balance of the current year. 

We shall be very glad to supply any additional information which you may 
want on this matter and to appear before your committee if you desire. 

Very truly yours, 
Gorpon R. Crapp, 
Chairman of the Board. 


Mr. Puiturps. That supports the statement that Mr. Clapp has 
just made. 
TRAVEL ACCOUNTING OF TVA 


This problem is rather interesting to me from an accounting stand- 
point. For that reason I asked the GAO to send over a man who was 
thoroughly familiar with the accounting system and the way of run- 
ning thei ir books. We have here with us Mr. Donald Sair, from the 
General Accounting Office. What the TVA is doing is charging 
against travel, even including force account, a job in w hich they may 
be building a power line, and: they charge all travel expenses to trave I. 
They may “wash that out somewhere in order to get it into the cost of 
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constructing a power line which seems to me a very bad way of keep- 
ing a set of books so that a committee like ours, or anybody rea ling 
the books can determine what is actual travel on the part of an arency 
as compared to what is cost of constructing a power line. 

Mr. Sarr. The TVA follows the practice of generally accepted ac- 
counting principles as practiced by private enterprises, and all costs 
pertaining to construction are charged to the construction program, 
whether travel or salaries or materials and supplies. 

Mr. Puituips. But in the TVA, Mr. Sair, they do it by taking two 
bites at the cherry. They first charge it to travel against which there 
is a limitation, and then they charge it against the cost of construction 
which, as you say is the generally accepted way to set up the cost of 
a project. 

Mr. Sarr. For instance, Mr. Chairman, travel is merely one of the 
categories making up the cost of construction. Their accounts will 
show the amount of salaries charged to particular construction proj- 
ects, the amount of travel, and the amount of transportation and the 
amount of materials used. Object 02 travel is merely one of the 
detailed items making up the total cost. 

Mr. Puiuuips. That is understandable from an accounting stand- 
point, but the problem comes up that if we set a ‘imitation on travel, 
which in our minds is no direct atterpt to limit the amount of money 
that is spent for the construction of a power line, and if we do that 
we should limit the amount to be expended for the construction of 
power lines in all other accounts. If this is the proper procedure, 
and to me it seems to be, it completely wipes out any attempt on the 
part of this committee to control actual travel. It seems to me TVA 
should carry it on the books in such a way that it reports to this 
committee the travel in connection with construction, the travel i 
connection with administrative expenses or in connection with some- 
thing else, and that a further limitation should be placed on admin- 
istrative travel. 

Mr. Sarr. I see. 

Mr. Puruuies. Where is there any real limitation on travel when 
force account travel, administrative travel, per diem costs for con- 
struction workers, and other costs are all lumped together, then here 
comes the TVA and asks us to raise travel by some $361,000, not 
because they want to travel, but because they want to build a power 
line. 

Mr. Sarr. A very large part of their travel is in connection with 
building power lines. I assume that this travel is necessary in order 
to construct power lines. 

Mr. Puiuurps. Then of what value is it to put any limitation on 
the total sum? 

Mr. Sarr. I do not particularly believe that there should be that 
type of limitation in this case. 

Mr. Puiuies. That is what the TVA would like, is it not? 

Mr. Sarr. I do not know what they would like, but their accounts 
are set up, as ] mentioned previously. Their accounts are maintained 
as far as power operations and construction are concerned under the 
uniform system of accounts for electric utilities prescribed by the 
Federal Power Commission. 
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TRAVEL EXPENDITURES BY PROGRAM 


Mr. Puruuips. My difficulty is, and I think you get my point, that 
I do not see how you can make comparable figures from year to yea: 
As long as you charge in one lump sum and report to us your travel 
and we set a limit on it, it seems to me if this is the accounting system 
you are going to use that you better furnish us a breakdown of the 
accounts and you better go back a couple of years and furnish us the 
amount of administrative travel against construction travel and what 
other travel TVA would have. 

Mr. Wessenaver. The other major breakdown, Mr. Phillips, is i: 
the operating program. There is also travel of this kind, for example 
for maintenance workmen and repairmen. 

Mr. Puiuuips. You do not charge that in the capital-cost account? 

Mr. WessenNAvER. No, in the operating accounts. 

Mr. Puiuuips. Will you supply this committee, as soon as you can, 
with a breakdown for 3 or 4 or 5 years? 

Mr. WessenaAver. For a couple of years back, 1951 and 1952. 

Mr. Puiuurps. For administrative travel, operation and mainte- 
nance travel, and construction travel? 

Mr. WeEssENAUER. Yes. 

(The matter referred to is as follows: ) 


Actual and estimated travel erpenditures, fiscal years 1951, 1952, and 1958—Summar, 
by programs 


{In even thousands] 


1951 actual 1952 actual 

Estimate, sup- 
plemental bill 
January 1953 


Present limi- 
tation 
Amount | Percent} Amount | Percent 


Amount |Percent| Amount | Perc: 


Operation and maintenance of 

dams, reservoirs, steam plants, 

transmission lines, and sub- 

stations < f : $369 | : $409 | 
Construction of transmission | 

lines 5A a 904 1, 261 | 
“onstruction of dams and steam 

plants ; 7 7 133 s 166 
Chemical operations, resource 

development activities and 

reimbursable services for other 

agencies : 
Administrative and general ex- 

penses 


Total expenditures for 
travel oa 


Mr. Cuiapp. May I make this comment about this accounting 
problem? The practice we are following, as Mr. Sair points out, is 
in accord with the Budget-Treasury regulations, which define the 
objects to which these account numbers are related. Object 02, 
which is the travel object, includes transportation of persons, their 
per diem allowance while in an authorized travel status, and other 
expenses incident to travel which are to be paid by the Government 
either directly or by reimbursing the traveler. 
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Mr. Puruurps. Mr. Clapp is reading section 71 of the Budget- 
Treasury Regulation No. 1 issued in June 1952 by the Bureau of the 
Budget, which i is all perfectly understandable and has nothing to do 
with what is in my mind. 

I have attempted over some 40 years in working with accountants 
to persuade them to make their reports in a way which is of value to 
management, and I think we have come to that situation in this 
instance. Your report grouping construction, maintenance, and ad- 
ministrative travel bulks three things in a way that prevents a com- 
parable analysis year after year. So I think there will be no diffic ulty 
_—_ this. But I think you had better give us a breakdown for 2, 3, 

‘4 years or whatever is convenient so that we can see just he 
much you spent on each one of those operations. 

Mr. Cuapp. That is simple enough. 

Mr. Corron. Is not a lot of your construction done by awarding 
contracts to firms? 

Mr. Ciapp. The most of it is done with our own forces. We do 
some of it by contract. 

Mr. Corton. Of course, when you award it to an independent con- 
tractor, you are charging his travel as part of the lump-sum contract. 
That does not come under this head? 

Mr. Ciapp. That is correct. Wherever the work is done by con- 
tract, the object account to which it is charged is another classsifica- 
tion entirely. 

Mr. Puiniipes. That is contract travel. 

Mr. Corron. I understand. So, if you were sitting on this side 
of the table instead of on that side, you would realize the committee 
would like to be able to know and to limit, when that would seem 
necessary in the public interest, items like travel; would you not? 

Mr. Crapp. We understand the desire of the committee to limit 
certain types of travel. 

Mr. Corron. That is, various people in various agencies, not neces- 
sarily yours, gallop around the country, and sometimes too much, we 
think.” Now, how are we going to do it’ > You might just as well take 
the lid off and not make any attempt if under your bookkeeping 
system whenever we limit, we are actually limiting the moving of a 
crew out to do construction. 

Mr. Cuiapr. That is the way it works in our case. 

Mr. Puruuies. I think we can cure that by breaking it down in at 
least those three categories. 

Mr. Jonas. The chairman wishes an explanation as to why the 
increase is desired, or why there was a mistake in the estimate—put it 
that way. 

Mr: Puiuurps. Will you explain that to Mr. Jonas? 

Mr. Cuiapp. There was no mistake in estimating our requirements, 
Mr. Jonas. The difficulty arises not because of a mistake in the 
estimates as we submitted them last year to serve as a basis for the 
appropriation. The difficulty is rather that, in fixing the ceiling that 
would apply to travel expense, Congress set the ceiling at a point 
about 30 percent below our estimates. We are now coming back and 
asking that the ceiling be raised so that it will provide for travel 
expense in line with our requirements. 

Mr. Purures. If there are no further questions, thank you very 
much, Mr. Clapp. 

Mr. Crapp. Thank you. 
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Tuurspay, Ferrvary 5, 1953. 
UNITED STATES CIVIL SERVICE COMMISSION 
WITNESSES 


FOR THE UNITED STATES CIVIL SERVICE COMMISSION 
Cc. L. EDWARDS, EXECUTIVE DIRECTOR 
LAWRENCE V. MELOY, CHIEF LAW OFFICER 
JAMES E. HATCHER, CHIEF, INVESTIGATIONS DIVISION 
DAVID F. WILLIAMS, CHIEF, BUDGET AND FINANCE DIVISION 
FOR THE FEDERAL BUREAU OF INVESTIGATION 
W. R. GLAVIN, ASSISTANT DIRECTOR 


Mr. Puiuuips. Gentlemen, will you identify yourselves? 

Mr. Epwarps. I am Mr. Edwards, Executive Director of the Civil 
Service Commission. Mr. Williams is the budget and fiscal officer; 
Mr. Hatcher is the Chief of our Investigations Division; and Mr 
Meloy is our chief law officer. 

Mr. Guavin. Iam W. R. Glavin, Assistant Director of the Federal 
Bureau of Investigation. 

Mr. Puruurrs. The purpose of this hearing is to consider a request 
in House Document No. 66 of the Eighty-third Congress, signed by 
Mr. Harry S. Truman, for a proposed supplemental appropriation for 
the fiscal year 1953 in the amount of $1 million, to be given to the 
Civil Service Commission for expenses necessary to carry out the 
provisions of Executive Order No. 10422, approved January 9, 1953, 
prescribing procedures for making available to the Secretary General 
of the United Nations and the executive heads of other international 
organizations certain information concerning the United States 
citizens employed, or being considered for employment, by such organ- 
izations, $1 million, which may be apportioned for use, pursuant to 
section 3679 of the revised statutes, as amended, prior to April 1, 1953; 
provided, that this appropriation shall be available for advances or 
reimbursements to the applicable appropriations or funds of the Civil 
Service Commission and the Federal Bureau of Investigation for 
expenses incurred by stich agencies under such Executive order. 

Mr. Edwards, are you prepared to explain this? 


GENERAL STATEMENT 


Mr. Epwarps. I would like to make a brief opening statement. 

Under this order, investigations will be made both by the Civil 
Service Commission and the Federal Bureau of Investigation. The 
Federal Bureau of Investigation will conduct what is known as a full 
field investigation in all cases involving the employment of inter- 
nationally recruited staffs of the United Nations, or other international 
organizations; that is, persons hired under quotas established among 
the participating nations. 

At the present time there are approximately 1,575 of those cases to 
be investigated by the Federal Bureau of Investigation. 

The Commission will conduct a full background investigation in 
all cases involving the employment of the locally recruited staff of the 
United Nations or the other international organizations. ‘Locally 
recruited” here refers to those persons hired in positions for which no 
quotas have been established. 





Civil 
licer: 


Mr 
dera] 


juest 
d by 
n for 
» the 
> the 
1953, 
neral 
ional 
tates 
‘van- 
nt to 
953; 
es or 
Civil 


1 for 


. full 
nter- 
ional 
nong 


es to 


nm in 
f the 
cally 
h no 


105 


Mr. Puiuures. Will you explain that? 
Mr. Epwarps. I do not know that I can tell you exactly how they 


arrive at these quotas, but the number of employees is distributed 


among the participating nations on a quota basis. 

Mr. Pxtitures. You mean the Secretary General, Mr. Lie, is notified 
by some committee, or somehow, that he may employ 4 Americans and 

; British and 2 Indians or whatever they may be? You mean that 
kind of quota? 

Mr. Epwarps. That is the way I understand it. 

Mr. WituraMs. The international quota we understand to mean 
professional, technical, and scientific employees. Nonquota refers to 
typists, stenographers, and similar employees. 

Mr. Puruurps. Those are not subject to quotas? 

Mr. Wruutams. Those are not subject to quotas. They are hired 
at the locale of the office. 

Mr. Puruuipes. Is not that a little bit difficult for Mr. Lie? He is 
told he has to hire a man because he is a German or a Swiss and not 
because he is perticularly competent for the job. 

Mr. Epwarps. Well, sir, I cannot explain those things to you, 
because we do not have any responsibility in that field. The results 
of these investigations will be made available through the Secretary of 
State, to the Secretary General of the United Nations, or to the 
executive heads of the other international organizations of which the 
United States ia a member. 


ANTICIPATED WORKLOAD 


Mr. Puitures. How many people do you expect to have to examine? 

Mr. Epwarps. There is a total at the present time on the rolls 
of the United Nations and the other international organizations 
of approximately 3,400. 

Mr. Puiuurps. Americans? 

Mr. Wiiurams. American citizens; 3,453, to be precise, as of 
December 31. That is the total of internationally recruited Ameri- 
can citizens and so-called locally recruited American citizens. 

Mr. Puiturpes. You figure it will cost about $300 to investigate 
each one? 

Mr. Epwarps. I believe the Federal Bureau of Investigation 
estimates a cost of $502 for their type of investigation, and the 
Commission estimates a cost of $230 for the ones we investigate. 

Mr. Puiturrs. How many are you going to investigate? 

Mr. Guiavin. We are going to investigate, from the best informa- 
tion furnished to us, 1,575. 

Mr. Puiuurps. And those are not American citizens? 

Mr. Guavin. Those are American citizens. 

-Mr. Wiuurams. These are only American citizens to be investigated 
under this whole program. 

Mr. Puiuurps. Then what is the distinction? You investigate only 
those who are certified to you? 

Mr. Wiuiams. Yes, sir. We are only a service agency. The 
State Department will send the cases to us. 

Mr. Paruurres. Mr. Edwards is going to investigate 3,400 American 
citizens who will work in the United States? 

Mr. Epwarps. No, sir; 1,878. 
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Mr. Wituiams. Who will be locally recruited. 

Mr. Putuuips. And you are going to investigate 1,500? 

Mr. Guavin. 1,575. 

Mr. Puruures. Where are they going to work? 

Mr. Guavin. They will be internationally recruited at the United 
Nations and the other agencies. 

Mr. Puriturrs. What you mean is they will be internationally 
recruited from American citizens; you mean they will be recruited 
from American citizens living abroad? 

Mr. Guavin. No, sir. As I understand it and from the information 
we have gotten, there are people who are working in the various com 
mittees of the United Nations—World Health and other committees 
of that kind—who are American citizens. 

Mr. Corron. You are investigating those under quota? 

Mr. Guiavin. We are investigating those under quota. 

Mr. Corron. And they are investigating those not under quota? 

Mr. Guavin. They are investigating those not. under quota, but 
they are all American citizens. 

Mr. Paruuies. And they all work in the United States? 

Mr. WiuuiaMs. All of those will not be located in the United States; 
some will be located in different countries—wherever the organization 
happens to have an office. 

Mr. Pures. There will be some of those in each group? 

Mr. Wixuiams. That is correct, although I doubt that many of the 
locally recruited group would be located out of the United States. 

Mr. Puitures. We will insert the table on page 4 in the record at 
this point. 

(The matter above referred to is as follows:) 


WORKLOAD ESTIMATES 


The provisions of Executive Order 10422 require that investigations be made of 
United States citizens both (a) employed, or (b) being considered for employment 
by the United Nations and other international organizations. Workload esti- 
mates, as furnished by the State Department, of United States citizens on the 
rolis of the organizations concerned, as of December 31, 1952, are as follows: 


Internation- Locally 


ally recruited recruited All staff 


Inited Nations : : 450 

nited Nations Korean Reconstruction Agency ; . ‘ 130 
Inited Nations Relief and Works Agency for Palestine Refu- 

gees in the Near East 25 
Inited Nations International Children’s Emergency Fund 40) 
Inited Nations Educational, Scientific, and Cultural Organi- 

zation 95 
International Civil Aviation Organization. -- ‘ 30 
World Heaith Organization ; 143 
Food and Agriculture Organization ‘ 225 
International Labor Organization ; 46 
International Telecommunication Union. t 5 
Internationa! Bank for Reconstruction and Development 100 
International Monetary Fund_. ee 90 
Pan American Union : ‘ Os 
Pan American Sanitary Organization 4f 
Provisional Intergovernmental Committee for the Movement 

of Mizrants from Europe 30 
Other. ‘ 21 


Total ; , 578 
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Mr. Puiiurps. This table gives a breakdown of the number of 
employees in each of the various agencies, to make a total of 3,453. 
And for the information of the rest of the committee, I will say we 
now have American citizens employed in 15 named groups under the 
United Nations, including the United Nations staff itself, and then 
one rather impressive item called “Other,” which has 22 employees. 

How do you come to the figure of $1 million? 

Mr. Epwarps. I may state we did not arrive at this figure; it was 
a figure determined upon by the administration and the Bureau of 
the Budget. We appreciate that this $1 million will not be sufficient 
to cover all of these investigations, but it was necessary that some 
resources be made available immediately in order to get the program 
under way. 

Mr. Puituirs. When do you expect to begin to spend this money? 

Mr. Epwarps. As soon as it can be made available. 

Mr. Puituirs. The statement here says the entire amount can be 
apportioned for use prior to April 1, 1953. 

Mr. Epwarps. Yes. 

Mr. WiuuiaMs. Actually, these changes are presently available for 
investigation. The United Nations is in the process of completing 
the necessary questionnaires to send to the Commission and the 
Federal Bureau of Investigation. 

Mr. Puitures. When do you expect to come back and see us again? 

Mr. Wiuuiams. Later this year, there is an area of work which has 
not been explored at all. The Executive order also covers people 
who are to be considered for employment. It not only deals with 
people already on the rolls, which this request covers, but also the 
question of new hires, and the agreement the State Department has 
with these agencies is that they will not hire until the result of the 
investigation is made available. So that is, of necessity, an area that 
did not permit of exploration prior to the submission of this request. 

Mr. Puiturrs. When you come up with your regular budget for the 
Civil Service Commission, are you going to have something in it for 
this type of investigation? 

Mr. Wiuuiams. No, sir; not as a part of our regular budget. 

Mr. Puituips. Then what you are saying is that you are asking for 
$1 million now without much idea of how much the accurate amount 
ought to be? 

Mr. WituiaMs. That is correct as to the full cost of this program. 

Mr. Putuurps. You are quite sure you are coming back for a supple- 
mental request? 

Mr. WiuurAms. Again this year? 

Mr. Puiuurps. Before July 1? 

Mr. WituiaMs. Yes, sir. This has the concurrence of the Bureau 
of the Budget. 

Mr. Puriurrs. How about you, Mr. Glavin, do you expect to come 
back to see us again? 

Mr. Guavin. We have no funds in this. This is all in the Civil 
Service Commission request. We get our money for this particular 
program from the Civil Service Commission. 
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AVERAGE COST PER INVESTIGATION 


Mr. Puitures. Who determines how much money you get? 

Mr. Giavin. We determine how much money we get by the numb, 
of cases they refer to us. We are a service agency. It will come out 
of this particular fund. 

Mr. Puiiurps. Whatever you say it will cost you, the Civil Servic: 
Commission will give you? 

Mr. Guiavin. By transfer. 

Mr. Wiiurams. That would be our only function insofar as th 
Bureau of Investigation is concerned. 

Mr. Jonas. Do you mean so much per head, or do you mean a 
blanket amount? For instance, you might expend $200 to investi- 
gate one man and $600 to investigate another. 

Mr. Guavin. That is correct. On an average, we estimate at this 
time it will be an average of $502.17 per investigation. 

Mr. Puiuures. Mr. Jonas’ question is a very good question. Ar 
you going to charge the Civil Service Commission on the basis that 
you are going to say this averages up about $300 a case, or are yo 
going to say the exact cost of this inv estigation to the FBI for thes: 
2 cases is $800? 

Mr. Guavrin. Our analysis of our experience has proved it to bi 
$502 ahead. It might be that one would cost $1,500 and the other 
$300. We would get $500 a head. 

Mr. Jonas. You mean that when you get through you bill at th: 
rate of $502 a head for the men you investigate, whether you spend 
more or less? 

Mr. Guavin. That is right. If our experience shows there is an) 
change in the estimate, that, of course, is one thing we would have to 
take into consideration and make an adjustment. 

Mr. Puiturps. Do you mean to say if you spend more you would 
still ask for only your last amount? 

Mr. Gravrin. That is correct. 

Mr. Puiturps. How did you determine it? 

Mr. Guavin. It is an average of other cases we feel are the same typ: 
of cases we are going to get, and the average expense runs about $502 
to make an investigation. 

Mr. Putiires. When do you think you are coming back? 

Mr. WixuiAMs. The proposal is that a study be made of the turn- 
over rates of various types of employment within the United Nations 
and those other organizations in an effort to determine what th 
additional workload will be of persons to be hired. 

I think, if you will notice in the President’s letter submitting this 
request to Congress, there is a paragraph which reads: 

As soon as sufficient experience is gained to make possible a sound estimate of 
any further requirements which may be indicated for the balance of fiscal year 
1953 and costs in 1954, reeommendations will be made to the Congress. 

Mr. Puiuurps. Tell me again how many people you expect to hav: 
to investigate, the both of you, shall we say between now and July 
and then from July 1 to the following July 1. 

Mr. WiiuiAmMs. We know only the number of people on the rolls as 
of December 31. That is the only figure that has been given to us 
at this time. That is reflected in the table in the justifications. 

Mr. Puituips. I think we are being asked for a sum of mone\ 
somewhat on an experimental basis. 
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Mr. WiiuiaMs. If the costs come out at an average case cost, such 
as the estimate indicates, the total cost of processing just the cases of 
people on the rolls will amount in the neighborhood “of $1.3 million or 
$1.4 million. So that, in effect, what we are doing is asking for less 
than we actually need to do the work at hand. 

Mr. Puruiies. How long do you think that will take you? 

Mr. WituiaMs. It will be something less than the 3,400 people. 

Mr. Puiturps. No; how long a time. 

Mr. Wituiams. It will cover, I would say, about 80 percent of them. 

Mr. Epwarps. He means over what period of time. 

Mr. Puiuurres. When will you have concluded it? 

Mr. Wiuuiams. I would say within 3 months’ time, if we get the 
cases promptly. 

Mr. Puiturrs. That would be March, April, and May? 

Mr. Wiuiams. Yes, sir. 

Mr. Putturrs. Could you submit to us a statement of how you 
expect to break this down between personnel cost, travel cost, con- 
tract—the usual headings in any request for funds by an agency’ 
Are you going to have these items—a ‘Travel’ item, ‘“P: sonnel” 
item, and the others? 


Mr. Witurams. Yes, sir. That will be the case. 


Mr. Puruurps. Do not you think you had better submit a state ment 
to us of some kind of a breakdown before we give you the money’ 

Mr. Wixurams. I am sure, as far as the Commission is concerned, 
we can break this cost of $230 per case to show how much is for per- 
sonal services, how much is for travel, and so forth. 

Mr. Puruurrs. I do not care whether you do it on the $230 or the 


$1,000,000. 

Mr. Witurams. We would come to the same end result. 

Mr. Corron. Can vou tell me what the theory is under which those 
employees in the United Nations that are by quota will be handled 
by the FBI and those who are not under quota will be handled by 
the Civil Service Commission? 

Mr. Wiuurams. That determination will be made by the Secretary 
General of the United Nations for U. N. cases. He decides that 
He marks the forms which are submitted. 

Mr. Corton. He tells whether they are quota or not? 

Mr. WinuiaMs. That is correct. 

Mr. Corron. Who decided that one agency would handle the ones 
under quota and the other agency the nonquota employees? 

Mr. WiuuiaMs. That was provided for under the Executive order. 

Mr. Corron. You tell me that President Truman decided that, 
and you do not know who advised him? 

Mr. WitiraMs. I am sure some one did. It was not the Civil 
Service Commission. 

Mr. Puiuures. Mr. Glavin, did you advise him? 

Mr. Guavin. No, sir. 

Mr. Corron. The Civil Service Commission presumably was se- 
leeted to do part of this work because you have had some experience 
n investigating the loyalty of other employees? 

Mr. Witurams. In cases of this type, yes, sir. 

Mr. Corron. And the same is true of the FBI? 

Mr. WituiaMs. Yes, sir. 
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Mir. Corron. These employees are Americans employed by an 
agency of the United Nations over which you have no possible author- 
ity of any kind? 

Mr. WitutaMs. None whatever. 

Mr. Corron. Do you intend to use the same machinery that you 
have used for the investigation of civil-service employees of the 
United States Government on this work? 

Mr. WituramMs. Identically the same machinery. 

Mr. Corron. You have some of that machinery already located in 
New York? 

Mr. WituraMs. That is right. 


NUMBER OF ADDITIONAL EMPLOYEES REQUIRED 


Mr. Corron. How many additional employees will you put on your 
force to do this job? How many do you contemplate putting on at 
once? 

Mr. Witi1ams. About 200 will be required to do this job. 

Mr. Corron. How many do you have up in that locality now? 

Mr. WiuursMs. I could not tell you without checking, what we have 
in our second regional office, located in New York. It would be 
necessary, actually, that we shift additional experienced people from 
other regions into New York, because this workload will be primarily 
there. 

Mr. Puiuuirs. Those are not new people, though. Mr. Cotton 
asked how many are there now. 

Mr. Corton. You now contemplate hiring 200? 

Mr. Wituiams. Yes, sir, approximately. 

Mr. Puriuurps. | believe you said you were going to shift some in 
addition to the 200 employees? 

Mr. WiuuraMs. I said there would be an immediate workload i 
the New York area and we would need additional assistance fi. 

Mr. Puitures. Are the people you are going to shift in the 200 
figure or not? 

Mr. Wixtuiams. They would not be. This is a new item of work. 
It would take 117 investigators and 67 supporting people, such as 
clerks, stenographers, transcribing people, and employees of that 
sort, to process this number of cases, which amounts to 1,878, by 
June 30. 

Mr. Puixuirs. I understood you were going to put on 200 new 
ones in addition to the employees that were already there and transfer 
some more from around your organization. Is that right? 

Mr. Wiuiams. Not entirely, sir. This is an immediate workload, 
and it is a pressing workload. It isa priority program, so we are told. 
We would actually shift existing staff members to the locations where 
the work will fall, to assist in caring for this workload. As a result, 
other cases will backlog, and we have got to employ to the extent 
these funds will permit, in order to keep current. 

Mr. Corron. When you bave added 200 new employees for this 
present work and have started your organization in that locality, plus 
those you transfer, approximately how many people are you going to 
have working on this project investigating the loyalty of the nonquota 
personnel of the United Nations? 

Mr. WiuuiAMs. 184, sir, as an average. 
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Mr. Corton. I thought you were going to have over 200 new people 

Mr. WriuuiamMs. We “plan for 117 investigators and 67 supporting 
people, such as clerks and typists, for this particular work. 

Mr. Corron. How many people, including your new employees and 
the ones in your program, will you have, all ‘told, to be e ngaged in this 
work as soon as you get going? 

Mr. WiuuiaMs. If you could separate this work out as a separate 
piece of work, it would take 184 people to do it; but, actually, there 
might be 500 people doing it because it will be spread out. 

Mr. Corron. When you say you are going to add 200 new people, 
you mean 200 man-years of work? 
~ Mr. WiuuiaMs. Yes, sir; that is what it will take to handle these 
cases, 

Mr. Corron. You are not talking about hiring 200 new people? 

Mr. WituraMs. That is right, but only as they may be needed 
keep all work current. 

Mr. Corron. You are going to devote 200 positions to this work? 

Mr. WixuiaMs. Yes, sir; it will take that many to accomplish the 
work on a full-time basis. 

Mr. Corron. Is your regular work in dealing with the United States 
Government employees increasing or decreasing? 

Mr. WiuuiaMs. We are pretty much on a static level at the present 
time. 

Mr. Corron. Some time ago you finished sifting all of the employees, 
and you are just dealing now with new acquisitions? 

Mr. WitiiaMs. That is so under the loyalty program, although it did 
not involve investigations by the Civil Service Commission. 

Mr. Corron. If there should be an actual decrease in Federal 
employment and we give you enough money to get started, is there 
not a possibility you can absorb this ‘work with your present staff? 

Mr. WituiaMs. No, sir; I think not. Practically all of the inves- 
tigative work we do is done for other agencies on a reimbursable basis. 
Our staff must be kept equal to the amount of work sent to us by the 
agencies which pay us. 

Mr. Corron. I am not talking about decreasing your agency, 
although that is possible; I am talking about the general decrease in 
all agencies of Government. 

Mr. Wiis. I understand, sir, my point is this: Practically all 
of the investigative work which we do is done at the request and 
expense of other agencies; and, to that extent, we are pretty much 
like the FBI. We make investigations for the Atomic Energy Com- 
mission at the rate of about 750 a week, and also for Mutual Security 
and other departments under Public Law 298. 

Mr. Corton. My point is that, if these requests decrease, you 
might be able to absorb this new work with your present staff? 

Mr. WituiAMs. Yes, sir, to the extent that we do not get the work 
from the agencies for whic h we perform services and get paid, we would 
have time available to do other things, assuming funds were available 
to continue paying the salaries. 

Mr. Corron. Mr. Glavin, how many new employees—I am not 
talking about man-years—but how many new employees do you 
contemplate putting on to take care of these United Nations people 
that you are going to process? 


29310—53——_8 
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Mr. Guavin. May I say, Mr. Congressman, we had an estimate her 
of the employees and applicants and did not break down the numbe; 
for the investigation of the present employees alone. 

When we were first given information as to employees and applicant 
for eee. we considered that it would take 236 people a full 
year to do that particular work. 

Now, in our particular activity, as you know, every one of our agents 
is assigned to a multitude of investigative duties. One of our men 
may go out on a trip and he may have a kidnaping case to handk 
and many other cases. 

Mr. Corron. You do not have a separate unit to deal with thes: 
people? 

Mr. Guavin. No, sir; we do not have a separate unit, and thy 
increase in our work has been tremendous. As a matter of fact, \ 
will have to go before our committee and tell them that we are full) 
obligated with the work that we have now, and the new work that is 
coming to us every day is further increasing our load. 

Mr. Corron. Your general work is increasing? 

Mr. Guavin. Yes, sir. 

Mr. Corron. Is the work that you are doing investigating th 
loyalty of prospective Government employees on the increase or thx 
decrease? 

Mr. Guavin. I do not have those figures. I could say, without 
fear of contradiction, that it is as heavy as it was estimated, although 
under this particular program it is estimated from the Civil Service 
people that we may get from 250 to 350 additional cases of this type 

Mr. Corron. Some of these cases you will have already investigated? 

Mr. Guavin. That is right. 

Mr. Corron. If we chop off heads down here, some of them run up 
to New York and work for the United Nations. 

Mr. Guiavin. We do not know how many of these cases which will 
be referred to us are cases on which we may have made investigations 
We do not know how many there will be. 

Mr. Puiuuirs. How do you determine between. yourself or the Civil 
Service Commission what to do and what the FBI should do? 

Mr. Guiavin. We cannot, Mr. Chairman. As a service agency, we 
perform the investigative work on the cases that are referred to us. 

Mr. Puiturps. I am asking you how they decided they were going 
to give you just that kind of case and they were going to take the 
other. 

Mr. Guavin. It was because of the Executive order. 

Mr. Wiuu1aMs. I think it is because it follows Public Law 298, which 
took from the FBI and gave to the Commission last year certain 
investigations which the FBI had been performing. The FBI kept 
the important jobs, and the Civil Service Commission got all of the 
rank and file; and this is about the same thing. 

Mr. Corton. In other words, the more important employees of 
the United Nations are under quota? 

Mr. Wits. Yes, sir. 

Mr. Corron. And the ones that are not under quota are the steno- 
graphers and janitors, errand boys, and people of that type? 
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Mr. WituiaMs. Yes, sir. 

Mr. Corron. And that is the reason, vou assume, that they gave 
those under quota to the FBI and the others to the Civil Service 
Commission? 

Mr. WruuraMs. Yes, sir. 

Mr. Puituips. Do you mean to say you are still making and carry- 
ing on investigations for the Atomic Energy Commission and they 
are employing personnel which necessitates this? 

Mr. Wiuuiams. Yes, sir; quite a large number. 

Mr. Pumuies. How many does it boil down to that the Atomic 
Energy Commission actually puts on its payroll every week as new 
people? 

Mr. WituraMs. They are not on the AEC payroll but are contract 
people working on the various projects. The Commission gets on 
an average of 750 cases a week. 

Mr. Putturrs. How many are you doing for the Atomic Energy 
Commission? We also get their budget? 

Mr. Guavin. At the present time we are getting about 3,000 a 
month. Many of the employees of subcontractors are re ‘ferred to us, 
the physicists or chemists or scientists and employees of chemical 
companies and electrical companies. They would be referred to us 
if the Chairman of the Atomic Energy Commission felt that they 
occupied sensitive positions. 

Mr. Puiuuipes. That will complete the hearing for today. I wish 
to thank you gentlemen for your appearance here today. 
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WepDNEsDAY, Fresruary 4, 1953 


VETERANS’ ADMINISTRATION 


PHILADELPHIA NAVAL HospPITAL 


WITNESSES 


UNITED STATES SENATOR EDWARD MARTIN, OF THE STATE OF 
PENNSYLVANIA 

UNITED STATES SENATOR JAMES H. DUFF, OF THE STATE OF 
PENNSYLVANIA 

CONGRESSMAN IVOR D. FENTON, OF THE STATE OF PENNSYL- 
VANIA 

CONGRESSMAN HUGH D. SCOTT, JR., OF THE STATE OF PENN- 
SYLVANIA 

CONGRESSMAN JAMES E. VAN ZANDT, OF THE STATE OF PENN. 
SYLVANIA 

CONGRESSMAN PAUL B. DAGUE, OF THE STATE OF PENNSYLVANIA 

CONGRESSMAN EARL CHUDOFF, OF THE STATE OF PENNSYLVANIA 

CONGRESSMAN WILLIAM T. GRANAHAN, OF THE STATE OF PENN- 
SYLVANIA 

COMMANDER HERBERT M. WALKER OF THE AMERICAN LEGION 
DEPARTMENT OF PENNSYLVANIA 

EDWARD A. LINSEKY, ADJUTANT OF THE AMERICAN LEGION. 
DEPARTMENT OF PENNSYLVANIA 

DANIEL SHAUB, ASSISTANT ADJUTANT GENERAL OF THE AMERI- 
CAN LEGION, DEPARTMENT OF PENNSYLVANIA 

MICHAEL MARKOWITZ, REHABILITATION DIRECTOR OF THE 
AMERICAN LEGION, DEPARTMENT OF PENNSYLVANIA 

DR. HYMAN D. SHAPIRO, SENIOR MEDICAL CONSULTANT, AMERI- 
CAN LEGION 

MILES D. KENNEDY, DIRECTOR OF NATIONAL LEGISLATIVE COM- 
MISSION, AMERICAN LEGION 


Mr. Pui.uirs. This is the first meeting of the committee for this 
year. It is a special meeting held at the request of our friends on 
both sides of the Capitol: Senator Martin and Senator Duff of Penn- 
sylvania and our fellow Representatives, Representative Ivor Fenton, 
Representative Hugh Scott, Representative Jim Van Zandt, Repre- 
sentative Paul Dague, Representative Chudoff, and Representative 
Granahan. 

The first witnesses on my list are Commander Walker of the 
Pennsylvania Department of the American Legion and Mr. Linsky, 
adjutant of the American Legion, also of the Department of Pennsyl- 
vania, and there are other witnesses whom I presume you will intro- 
duce. 

Gentlemen, we have two new members on the committee this year, 
Mr. Jonas of North Carolina, who is here, and Mr. Krueger of North 
Dakota, who is not here for reasons of illness, and we have our friends 
Mr. Cotton, Mr. Thomas, Mr. Andrews, and Mr. Yates again with us. 

Senator, do you want to testify first? 

Senator Martin. Yes, if I may, as I would like to get back to an- 
other meeting. 

Mr. Puiuuips. We will be glad to hear you. 
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STATEMENT OF THE HONORABLE EDWARD Martin, UNITED STATES 
SENATOR FROM THE STATE OF PENNSYLVANIA 


Senator Martin. Mr. Chairman and gentlemen of the committee, 
| am very glad to join with my colleague, Senator Duff, and the 
Pennsylvania delegation and with Commander Walker, Adjutant 
Linsky, and other representatives of the American Legion, in this 
appeal for supplemental funds to restore the number of beds available 
for veterans at the naval hospital in Philadelphia. 


EMERGENCY REQUEST 


This is an emergency request to deal with a pressing situation in 
the city of Philadelphia until such time as the subject of medical 
and hospital services for the veteran in the State of Pennsylvania 
can be completely reviewed in connection with the 1954 appropriation. 

When the Veterans’ Administration appropriation was finally passed 
by the Congress last July, it was cut by approximately $31,000,000. 
It was not my understanding that this reduction was intended to 
affect medical or hospital services. Statements to that effect were 
made in the Senate report and in the conference report. Instead the 
Veterans’ Administration applied the cut across the board. 


CLOSING OUT OF CONTRACT HOSPITALS 


| realize that, irrespective of this cut, the Veterans’ Administration 
policy for a gradual closing out of contract hospital services had been 
determined by the Budget Bureau. 

The appropriation cut only made this closing out more imminent 
and the activation of replacement facilities more difficult. 

The phasing out of contract beds in Philadelphia should not take 
place, until the Veterans’ Administration facility is ready and fune- 
tioning to take over the job, and there is no indication that the new 
Veterans’ Administration hospital will be able to take care of the 
needed veteran medical and hospital service in Philadelphia even 
when it is running at full capacity. I tee! sure the medical authorities 
at the Veterans’ Administration will support this contention. 

The naval hospital in Philadelphia has, since World War II, pro- 
vided 400 beds for veterans. The new Veterans’ Administration 
hospital, now in process of activation was originally pli anned to have 
1,000 beds. As completed it has a capacity of 496; 350 of which will 
be for general medical cases, and the remainder for TB and psychiatric 
cases. 

Mr. Puriurps. How many general medical cases? 

Senator Martin. Three hundred and fifty. 

As of today, there are only 160 beds available in this new Veterans’ 
Administration hospital, and it is possible for the hospital to accept 
only service-connected and emergency cases. 

At the same time, contract beds at the naval hospital are rapidly 
being closed out. The number of beds being used by veterans today 
is 161. 

As of today, then, in Philadelphia we have only a possible 321 beds 
available for just the more serious veteran cases, to take care of one 
of the largest veteran populations in the country. There are 500,000 
veterans in Philadelphia, and 1,418,000 in the State of Pennsylvania. 
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on that committee at that time I used to get the tough proble ms that 
both the Democratic and Republican Members had to take up with the 
Veterans’ Administration, but those tough problems usually concerned 
patients who did not need hospitalization, and there were very few 
problems that concerned those who needed hospitalization. 

We have a big naval hospital in Philadelphia. It has 2,000 beds, 
and there was always a contract between the Veterans’ Administra- 
tion and the Department of the Navy for providing hospital facilities 
for veterans who needed hospitalization, and then when the new 
hospital program gave us a Veterans’ Administration hospital it was 
thought the Navy could forget about the problem of the veterans and 
that they could use the naval hospital for only naval personnel which, 
by the way, they have plenty of room for. 

At the present time there are 1,000 empty beds in the naval hos- 
pital, and there has never been a complete filling up of this hospit: o 
The Veterans’ Administration, due to their cut in funds, found i 
necessary to phase out the contract with the Navy Department, sa 
they want to put all the veterans requiring hospitalization into the 
new hospital in Philadelphia. It is not a very big one. Originally 
it was to contain 1,000 beds, and now it is down to 500 beds, and | 
think they can take care of 496 patients. The hospital does not have 

very Many patients in it at the present time. 

Since that time we have had a terrific problem every time we have 
had veterans who need hospitalization. We cannot get them into 
the naval hospital, because they will not take them. We cannot 
get them into the veterans’ hospital because they cannot get hospital 
attendants, technicians, and so forth. The condition in respect to 
getting help is critical. They take anybody they can get who can 
fill out a 57 form, and when we find a man who needs hospitalization 
we have to send him elsewhere. 

A neighbor of mine, a veteran of World War I, has a very acute 
cancer condition. He did not know he had cancer, and when he 
discovered it they wanted to put him in the veterans’ hospital. We 
could not get him into the Philadelphia hospital. He was finally 
admitted to the Wilmington, Del., hospital. That meant that we 
had to transport him some 30 miles to the hospital. We found that 
we did not have the funds with which to do it. The American 
Legion posts in Philadelphia did have ambulances, and they very 
graciously offered to send an ambulance down and take him there. 
Then, after they found out that the man had cancer, because he was 
critically ill and they did not want him to know it, ‘his family went 
out and raised the money to send him to Wilmington by private 
vehicle. After getting him to Wilmington they found that they did 
not have the proper facilities to treat him there, and the ‘y sent him to 
the Bronx. The family is distressed because they cannot go to the 
Bronx to visit him. We have these cases coming up every day in 
Philadelphia. 

I do not want to burden you with statistics as they are very difficult 
to comprehend, and everybody talks about numbers, but if you will 
check over the statistics that the American Legion will give you you 
will find that in Pennsylvania, which is the third largest. State in the 
country in veteran population, we have probably half the number of 
beds that are necessary. After you have heard the Legion present its 
case I cannot see how you can possibly fail to give us a supplemental 
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appropriation to take care of these veterans in the naval hospital 
where they have room for them. It is just a question of paying th 
bill to take care of them. In my opinion it does not make any differ- 
ence whether the Government puts a veteran in a hospital in Rich- 
mond, Va., Baltimore, Md., The Bronx, East Orange, N. J., Wilkes- 
Barre, Pa., Lebanon, Pa., Fort Howard, Md., or the Philadelphia 
Naval Hospital, adequate facilities should be provided when needed 

Mr. ANprews. May I ask you this question: How much would it 
cost? 

Mr. Linsxy. $729,000 for the balance of the fiscal year 1953. 

Mr. ANprews. Did I understand you to say that the new VA 
hospital has been completed? 

Mr. Cuuporr. It is completed, but it has not been functioning as 
fully as it should. 

Mr. ANpREws. Why? 

Mr. Linsxy. They are not staffing it as rapidly as they anticipated 
they would staff it. 

Mr. ANprEws. Is that due to a lack of funds? 

Mr. Linsxy. I think it is a lack of planning in the VA. 

Mr. Markowitz. I will explain that because I know the Veterans’ 
Administration’s procedures. When a new hospital is activated the) 
cannot open it full force the day it opens. It takes a year or a year 
and a half before the hospital is completely activated so that they can 
can take the number of patients that the hospital is built for. That 
has been the experience of the Veterans’ Administration at othe: 
hospitals. 

Mr. Anprews. That is due to the inability to get technical em- 
ployees? 

Mr. Markowitz. They have to train them in procedures and so 
forth. It takes a certain period of time in which to do that. For 
instance, they do not take TB patients yet or NP patients, but they 
do not activate those immediately. They need trained people to do 
the job, and it takes time to do it. 

Mr. Puuiuurps. Are there any further questions? Thank you 
Congressman Chudoff. 

Mr. Cuuporr. Thank you, Mr. Chairman and gentlemen of thx 
committee. 

Mr. Puiuures. Dr. Fenton, do you want to make a statement? 

Mr. Frenton. Yes, Mr. Chairman. 

Mr. Puiturpes. Dr. Ivor Fenton, one of our colleagues from Penn- 
sylvania. 


STATEMENT OF Hon. Ivor D. Fenton, REPRESENTATIVE IN 
ConarREss FrRoM THE STATE OF PENNSYLVANIA 


Mr. Fenton. Mr. Chairman, I certainly appreciate your kind 
generosity in permitting us to come before this committee. I know 
you are not a legislative committee, and I know you are considering 
supplementals at this time. I just want to reiterate what Senato: 
Martin has said. I think he covered the situation very thoroughly, 
and Mr. Linsky who will follow will certainly give you plenty of data 
as to Pennsylvania’s requirements. 

I have been working on this thing for some time, and I certainl) 
agree with Senator Martin that the whole Pennsylvania situation 
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should be reviewed in the light of the great population we have, and 
particularly our veteran population. 

Mr. Puiuurpes. May I interrupt you there? How many veterans 
did you say you had in the Philadelphia area? 

Mr. Linsxy. 500,000. 

Mr. Puiuurps. That is about one-third of all of them in the State 
of Pennsylvania? 

Mr. Linsxy. Yes, sir. 

Mr. Fenton. Yes; that is absolutely correct. 

Now, in the great city of Philadelphia they are going to allow us a 
500-bed veterans’ hospital. As has been told to you this hospital has’ 
been activated. They now have presently, I understand, 161 cases. 
They cannot take them all in because of the necessity of staffing 
the institution properly, and I understand that they are only taking 
in three or four patients every couple of days. 

Now, we are greatly concerned about that situation, and being a 
physician myself from Pennsylvania, I know the difficulties that we 
are having. For instance, just the other day there were 46 eligible 
cases, 46 eligible cases now for hospitalization which could not be 
taken care of. 

Mr. ANDREWS. Service-connected? 

Mr. Fenton. Yes, service-connected eligible cases that could not 
be taken into the hospital. They would not take them into the naval 
hospital, and they could not take them into the new veterans’ hospital. 
Where do you think they sent those 46 cases? All the way down to 
Richmond, Va. I do not think that is a square deal for the State of 
Pennsylvania. We have been advised that they are sent to Wilming- 
ton, up to Wilkes-Barre, to Martinsburg, W. Va., to Fort Howard and 
Lebanon, Pa. If that is justice 1 do not know what justice is and | 
certainly think that we, m Pennsylvania, have gotten a pretty raw 
deal as far as the Veterans’ Administration is concerned, and I agree 
that a review has to be made of the Pennsylvania hospite al situation. 

I could give you a lot of statistics as to the hospital beds we have in 
Pennsylvania as compared with other States, but I think a population 
of 500,000 veterans is certainly worthy of more consideration than 
we have had so far. 

Mr. Jonas. Mr. Chairman, may I ask a question before you leave 
that point? 

Mr. Puiuuips. Mr. Jonas. 

Mr. Fenton. Yes, indeed you may. 

Mr. Jonas. What is so wrong with sending them to Wilmington, 
Del., or Richmond, Va., if they are hospital cases and the beds are 
available in Richmond or Wilmington? I do not get that. 

Mr. Fenton. I would like to enlighten you on this as a human 
being and as a doctor. Certainly the families of the patients should 
be taken into consideration so that they could at least be close to 
their homes and to their loved ones. That is the part that I want 
to try to impress here that the human evaluation is not considered 
at all. As a physician I know how parents feel and how loved ones 
feel and how families feel about sending a sick person hundreds of 
miles away from home when we have, or could have institutions 
right within reach to take care of them. The greatest medical center 
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in the world is Philadelphia, and yet we have this situation for our 
veterans. 

Mr. Jonas. Well, when my mother had trouble we took her to 
the Mayo Clinic 1,000 miles from home and the family could not go 
along with her. I would like for you to elaborate on that if you 
wish to do so. I would like to get your further thinking on that 
point, Doctor. 

Mr. Fenton. Well, the only thing I can say, Mr. Jonas, is that 
veterans today may not be in the financial condition that your people 
were in when you sent your mother up to Mayo’s. We are not all 
-equipped with such financies as that, if that answers your question, 
That is how I feel about it anyhow. 

Mr. Puitures. Do you have any further statement, Dr. Fenton? 

Mr. Fenton. No. 

Puitiips. There are one or two questions that I think possibly 
the committee would like to ask you and one or two matters that 
perhaps, should be brought out. Do any of the other members of the 
committee have any questions to ask Dr. Fenton? 


STATUS OF FUNDS FOR PHILADELPHIA 


Mr. Corton. Doctor, I think you and the other representatives, 
Senator Martin and the Legion are to be commended for your clear, 
emphatic presentation of this situation. I wanted to ask you if be- 
fore applying or seeking this supplemental appropriation do you 
know whether this matter was taken up seasonably with the Veterans’ 
Administration itself to see if with the funds they had at their disposal 
it was necessary to reduce this naval unit so much before the other 


unit got to operating? 

Mr. Fenton. We have taken it up. I have not only taken it 
up with the Bureau of the Budget of the White House, I have not 
only taken it up with the Bureau of the Budget of the Veterans’ 
Administration, but I have taken it up with the Veterans’ Adminis- 
tration medical authorities, and I certainly have the medical authori- 
ties’ opinion about the situation, that they want and need these 400 
beds in the naval hospital to take care of this overflow of veterans 
that need hospitalization. 

Mr. Corron. I am sure you had that, but the point I am getting 
at, and I do not want to seek to get you into a position of unnec- 
essarily criticizing anybody, but have you had convincing evidence 
this is not so important today, as we have this problem to meet 
but have you had convincing evidence that with the funds at their 
disposal the VA could not have kept the facilities at their command 
and disposal in this naval hospital? 

Mr. Fenton. I have convincing evidence, and I think very authori- 
tative evidence, from the Medical Director of the VA that they could 
not find the money to keep them going. 

Mr. Corron. You do not think they could have done that? 

Mr. Fenton. No; because I have great confidence in the present 
Medical Director, Admiral Boone, and I know he is a very con- 
scientious man and an honest man and I certainly would take bis 
word. On the other hand I have had very convincing, not convincing 
to me, but convincing evidence of the Bureau of the Budget that 
they just say that the Veterans’ Administration can take care of them 
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and that is that, and without any further ceremony they just say you 
have to cut this hospital out 

\Mr. Putuuies. That was the Bureau of the Budget? 

Mr. Fenton. Yes. 

Mr. Puriurps. The Bureau of the Budget says that the Veterans’ 
Administration can take care of these patients? 

Mr. Fenton. That is right. 

Mr. Puiuurpes. And the Veterans’ Administration says they cannot? 

Mr. Fenton. And the Veterans’ Administration says they have 
not the money to do it, they have no money earmarked for the naval 
hospital in Philadelphia. 

\[r. Patties. Let me ask you a couple of questions. 

You are a member of the Committee on Appropriations, so I simply 
remind you of the situation we all face under conditions of this kind, 
that is, that no request has come to us for additional money for this 
hospital, but you have attempted to get that additional request from 
the Bureau of the Budget? 

Mr. Fenton. I certainly have, Mr. Chairman. 

a Puituipes. And you have from the Veterans’ Administration? 

Fenron. I think it was through my request of the Bureau of 
én Boden t that they had a meeting with the Veterans’ Administration 
authorities this last Friday. 

Mr. Puiuuips. What you are doing, in effect, is asking this com- 
mittee on its own initiative to add $729,000 to the supplemental bill 
that is before the committee at the present time. 

Mr. Fenron. As you say, being a member of the Appropriations 
Committee and of a cuheuunititios of the Committee on Appropria- 
tions I think I know the routine. 

Mr. Puiturps. You recognize that it is a problem? 

Mr. Fenton. Yes, I do. 

Mr. Puiturps. Let me ask you a couple of other things before you 
get away, Doctor. 


NUMBER OF BEDS AVAILABLE IN PHILADELPHIA 


Several of you gentlemen said that at the present time there are no 
beds available in the naval hospital. 

Mr. Linsxy. No. 

Mr. Puitups. According to the Veterans’ Administration, as of this 
date, there are 150 beds available in the naval hospital. 

Mr. Linsxy. But they are phasing them out gradually so that they 
will not have any available in the next month or so. 

Mr. Puiturps. But according to their balance sheet of beds the naval 
hospital, about 6 months ago, had about 350 beds, and that is about the 
number you want. 

Mr. Linsxy. We want 400. 

Mr. Puiuurps. As they drop off beds from the naval hospital, 
according to the VA schedule they pick them up at the new hospital. 

Mr. Linsxy. That is our argument right this minute, Congressman. 

Mr. Puitures. How many beds are there available in the new 
hospital? 

Mr. Linsxy. They have 160 activated beds which they could readily 
use, but they only have 98 there as they will not take anyone into a 
bed unless he is an emergency or service-connected case. 
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Mr. Fenton. And, of course, they are going to phase that hospital 
out as of April 1, 1 understand. 

Mr. Puiuures. April 1? 

Mr. Fenton. Yes. 

Mr. Puiuures. During April there would be 100 beds in the naval 
hospital and 418 in the new hospital? 


Mr. Linsxy. That is not so and they just do not have then 
available. 


VETERANS ELIGIBILITY FOR HOSPITALIZATION 


Mr. Puiturps. The other thing I wanted to ask you about befor 
you go was this, Doctor: You are a physician, and we rely on you 
not only here, but on the floor for matters of this kind. Of all thes: 
beds, we will say, the 400 beds you need in the naval hospital, plus 
those which will be available in the VA hospital, how many of thos: 

cases do you think are service-connected? Would you have any way 
of estimating the number? 

Mr. Fenton. Not particularly service-connected, but they ar 
eligible. 

Mr. Puruuips. Will you make a distinction between the two? 

Mr. Fenton. As I understand it every non-service-connected casi 
is eligible if he has not the wherewithal to go to any other hospital. 

Mr. Puttuirs. Does not the law say if a bed is available? 

Mr. Fenron. And if a bed is available; that is right. May I ask 
if it is our Government’s intention to permit worthy non-service- 
connected cases to be turned away, to get rid of non-service-connected 
cases altogether? 

Mr. Puruurrs. I do not know, I cannot answer that. I do not 
think Congress has ever spoken on that, but when it has spoken it 
has always indicated an interest in caring for the veteran. As a 
veteran myself I think we have a rough problem. After World War | 
it was not very much of a problem. Now, we have about how many 
veterans? 

Mr. Linsxy. About 19,500,000. 

Mr. Puiturres. And how many coming out of the Korean combat 
each month? 

Mr. Marxkowrrz. 50,000 a month. 

Mr. Puruurps. Yes, 50,000 a month. We have now gotten to the 
point where it does make a difference. With a certain number of 
beds available for the care of these veterans, it is becoming increasingly 
important that we do establish perhaps more carefully definite regula- 
tions as to the comrades that the Government is to take care of 
because, and I think, Doctor, you will agree with me, we could back 
into socialized medicine without realizing it if we just opened the 
doors for hospital care to everyone who was a veteran. I think you 
can, perhaps, help us set up some of those regulations. 

Mr. Linsxy. We will cover that. 

Mr. Fenton. It is a long story, and I do not want to detain you, 
but I do know this, that fellows like yourself and myself, veterans of 
World War I have been more fortunate, that the veterans of World 
War II have not been quite as fortunate as you or I, and I do know 
that many of my friends are entitled to some consideration from. this 
Government, and I am never going to back down on the veterans. 
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You can rest assured of that, and my heart and soul is with them 
because I know what they have gone through whether service-connected 
or non-service-connected. 

Mr. Corton. I had not quite completed my questions. I just 
wanted to make sure that the record shows exactly what the answer 
was tomy question. I gathered from your reply to my question about 
your being convinced that the Veterans’ Administration had no 
responsibility for this failure you present to us today. I want to make 
it clear that this subcommittee made certain reductions in appropria- 
tion for the Veterans’ Administration. It was my understanding, and 
| am still of the opinion, that those reductions were made in such a 
manner that there was no need of any worthy veteran being deprived 
of care because of the comparatively minor reductions we made. You 
have examined this situation and you are convinced that it was because 
of the lack of funds in the Veterans’ Administration that this hardship 
was imposed upon you, that they could not possibly have done a better 
iob than they have done in taking care of this situation, is that the 
case? 

Mr. Fenton. Absolutely. 

Mr. Corton. And the respensibility is on us? 

Mr. Fenton. When we passed that bill I took the word of this 
subcommittee and went along and I know you intended that the 
veteran should not be discriminated against, especially the World 
War veteran. We feel in Pe nnsylvania that that is just what has 
happened, and if I may suggest it to this subcommittee if you want 
to make an investigation on your own of the whole situation in 
Pennsylvania I would suggest that you do so. 

Mr. Corron. Well, the Veterans’ Administration serves a lot of 
other States besides Pennsylvania, and they have the responsibility 
of allocating these funds. I understood Senator Martin to say that 
it was his understanding that this cut was to be applied across the 
board and was to be used in such a manner that it would hurt the 
least. I have had some indications that they sometimes use it where 
it will hurt the most so as to get this committee into the situation 
where we cannot take a farthing away from what they ask for here, 
because if we do they place the responsibility on us for the situation 
which arises. But, what you are saying is that you have investigated 
this and you are convinced that the Veterans’ Administration is 
not to blame for what has happened in Pennsylvania and that we are 
wholly to blame. Do you want the record to show that? 

Mr. Fenton. No. 

Mr. Corron. That is what you are saying. You say that you are 
convinced that the Veterans’ Administration could not have he Iped 
this, that it was due to a lack of funds. 

Mr. Frnron. According to the word that I received from certain 
authorities in the Veterans’ Administration. 

Mr. Puiurrs. Thank you, Doctor. 

Mr. Fenton. Thank you, Mr. Chairman and gentlemen of the 
committee. 

Mr. Puitures. We have with us Mr. Van Zandt, another of our 
colleagues, whose record on behalf of the veterans is too well known 
for me to add to it. We will be glad to hear you, Mr. Van Zandt. 
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STATEMENT OF Hon. James E. Van ZAnptT, A REPRESENTATIVI 
ConGreEss FrRoM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpt. Mr. Chairman, and members of the committ 
I come here in support of the request for $729,000 that will be offere 
as an amendment to this supplemental appropriation. The money 
needed to provide additional beds in the Philadelphia area to take ea: 
of the needs of the veterans of all wars, campaigns, and expeditions 
that area who are entitled to hospitalization. 

I feel that it is unnecessary for me to go back over a period of years 
and to remind the membership of this committee of my interest in th 
veterans’ hospital question. 

As I look around I see that the majority of you have talked about 
and argued about it many times and we have debated it on the floo: 
I would like to go back some years and remind you of the fact that 
when the Philadelphia Naval Hospital was originally built that th, 
money was appropriated and the hospital was built with the under- 
standing that there would always be a block of beds available to th 
veterans of our armed services who were entitled to hospitalizatio: 
I think at that time I was either department commander of Pennsy| 
vania or national vice commander of the Veterans of Foreign Wars, an 
I joined with my comrades of the American Legion in an effort to get 
an appropriation for that purpose. We were successful in doing so an 
the hospital was constructed. 

At the present time there are close to a half-million veterans in th: 
Philadelphia area who are eligible for hospitalization. The veterans 
in that area have been utilizing the Philadelphia Naval Hospital 
Then along comes the construction program for new hospitals, and | 
think the original provision was that the new Philadelphia VA hospita 
was to provide 1,000 beds. By Executive order the President arbi- 
trarily reduced the number of beds from 1,000 to 500. I pro- 
tested on the floor of the House if you remember, and tried to reinstat: 
the 1,000 beds, and we did as far as the House is concerned. Wher 
built the Philadelphia VA hospital had 500 beds. Had they follow: 
the House’s recommendation they would have restored it to 1,000- 
bed capacity. 

Now, we have reached the point where the new hospital in Phila- 
delphia is ready for occupancy and, of course, the Veterans’ Adminis- 
tration has launched a program for phasing out the naval hospita 
and phasing in the new VA hospital. I have listened to the testimony) 
oi Dr. Fenton. In my opinion I think that the VA program apparent|\ 
developed a few bugs in it somewhere. Whether it can be charged to: 
lack of money I am not in a position to say, but the problem that results 
from this phasing-out program is that the veterans of the Philadelphi: 
area today do not have the beds available to comply with or to satis! 
their needs. Ii we are to take care of the needy veterans in the Phila- 
delphia area this $729,000 which is requested is necessary. 

Mr. Puituips. I have not asked anybody yet, but where did yo 
get this $729,000 figure? 

Mr. Van Zanpr. From the Veterans’ Administration. 

Mr. Linsky. Yes, from the Veterans’ Administration. 
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Mr. Van Zanpvrt. We tried to convince the Veterans’ Administra- 
tion they should take care of this problem by a transfer of funds 
They told us there were no funds to transfer. 

[ would like to call your attention to the fact that, taking Penn- 
sylvania as a State, and the number of veterans living in that State 
the number of beds that are made available by the Veterans’ Admin- 
istration on the basis of ratio of beds to veterans is far less than it is 
in the majority of other States 

1 think someone is wrong in his figuring, and I cannot understand 
why we have less beds in Pennsylvania per veteran than do other 
States. I think that is the crux of this problem. I have had a lot 
of experience in this field, and I think the committee should at least 
consider and, I hope, approve the request made for $729,000 

Mr. Lansky. The national figure for the ratio of veterans ‘to beds 
would be 1 for 169, and Pennsylvania has 1 for 1,666%5 in the Phila- 
delphia area alone. 

Mr. Puiuuips. Thank you, Mr. Van Zandt. 


STATEMENT OF Hon. Pavut B. DaGcue, A REPRESENTATIVE IN 
ConGress FrRoM THE STATE OF PENNSYLVANIA 


Mr. Puiuurps. Mr. Dague, we shall be glad to hear you. 

Mr. Dacvuer. Gentlemen, we are trying to get some hospital beds 
for some patriotic Americans. 

1 have talked with Congressman Fenton and know in substance 
the presentation he made to this committee, and I have just heard 
Mr. Van Zandt. I want only to commend to this aaeitian their 
close attention to the representations which will be made or have 
been made by Mr. Markowitz, Mr. Linsky, Mr. Kennedy, Mr. Shaub, 
and the other gentlemen who are here. They are more closely iden- 
tified with the actual hospital situation than I can possibly be; but 
my secretary at Westchester, who is a former director of veterans’ 
affairs, makes weekly trips to the VA in Philadelphia, and I know 
from our own experience, because of the proximity of Philadelphia, 
that our veterans are in dire need. And what now concerns us is 
the report that they are transferring bed patients to remote areas, 
and we feel very definitely that the availability of a hospital! to the 
veteran's family is often as important as any other means to effect 
his cure. 

So we believe we have justice on our side, and we believe we are 
making nothing more than a justifiable plea to the eommittee which 
may or may not be able to take care of our problem in this instance 
But on the grounds of humanity, we believe close attention should 
be paid to the appeal which will be made here by the American Lezi 
who, of course, have no personal axes t» grind except to meet 
demands of our disabled veteran population. 

Mr. Purturs. Thank you very much, Mr. Dague. 

I have also a letter the committee has received from Congresswoman 

Suchanan, which we will insert in the record at this point. 

(The letter is as follows:) 
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STATEMENT OF Hon. VERA BUCHANAN, A REPRESENTATIVE IN CONGRESS Froy 
THE STATE OF PENNSYLVANIA, FEBRUARY 4, 1953 

Mr. Chairman and gentleman of the committee, it is my understanding that a; 

he hearing sche -duled for today, your committee will consider the application of 
the Veterans’ Administration for a supplemental appropriation for the balance 
of the fiscal year. I sincerely hope that as a result of this hearing some arrange- 
ment can be made to bring about the restoration of the Veterans’ Administration 
authority to use at least 400 contract beds in the Philadelphia Naval Hospital. 

Under present arrangements there are fewer Veterans’ Administration beds 
the Philadelphia area than were available prior to World War II. In view of 
the urgent need, I should appreciate your careful consideration of this request. 


STATEMENT OF Epwarp A. Linsxy, ADJUTANT, THE 
PENNSYLVANIA AMERICAN LEGION 


Mr. Puituips. Now, Mr. Linsky, we will now be glad to hear you 
Mr. Linsky is adjutant of the American Legion of the Department of 
Pennsylvania. 

[ imagine you will give us the statistical information which we wish 

Mr. Linsxy. Mr. Chairman and members of the committee, we 
have prepared a statement, which is in front of you, calling your at- 
tention to the importance of securing the 400-bed addition to the 
naval hospital. On the last few pages you will notice a comparison 
with other States of the veteran population and the number of beds 
available in those locations. 

There was no intention on our part to criticize the other States for 
having more beds but, rather, to show we have a lack of beds in the 
State of Pennsylvania and to commerd those in the other States who 
were able to get a sufficient number of beds for their population. 

Mr. Puiuurps. Does that include the contract beds in the other 
States? 

Mr. Linsxy. These are all VA beds, no contract at all, because we 
understand the phasing-out program of contract beds is going on all 
over the country. 

To start this argument off, may I say there is no other situation in 
any part of the United States such as now exists in the city of Phila- 
delphia. We do have a veteran population of 500,000 and, as | 
stated a little while ago, where the national ratio should be 1 for each 
169, in the Philadelphia area alone it is 1 for each 1,666 of the veteran 
population. 

I was interested in what Congressman Jonas said about the com- 
parison to other States. I would like to cover that. At the moment, 
there are 21,930 on the waiting list. This is the official number given 
to us by the Veterans’ Administration as of December 31. We 
question its validity, because the moment you transfer patients from 
one city to another, you are increasing the waiting list of that particu- 
lar regional office. In other words, if a veteran be transferred from 
Philadelphia to Richmond, you are increasing the waiting list of 
Richmond and the peak tends to go up in that office so that you cannot 
hospitalize Virginia patients as rapidly as they should be hospitalized. 

Mr. Jonas. You have given me some sound argument. I could not 
follow the “justice’’ argument that the Congressman was making; 
because, if beds are available at Wilmington, Del., I could not see any 
great sacrifice that people would have to make to be moved from 
Philadelphia over to Wilmington. 
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Mr. Linsxy. Except for one thing. Before these men are hospi- 
talized, whether service-connected or not, in many cases they have 
ytilized all of the funds available at their own diaeed before they 
seek hospitalization in a VA hospital. The second consideration, 
which I think Dr. Fenton tried to bring out, is that in certain cases 
you make it impossible for the family of the patient to visit the 
patient and bring about a speedy recovery. 

As I say, there were 169 veterans in the naval hospital, and there 
were 952 naval patients in the hospital, making a total of 1,121 
patients in the naval hospital at Philadelphia, whereas the total 
capacity is 2,000 beds already staffed with proper personnel, proper 
medicine, and everything to assure the rapid recovery of these pa- 
tients that they have taken away from us. 


NUMBER OF HOSPITAL BEDS AVAILABLE IN PHILADELPHIA AREA 


Now, getting to the Veterans’ Administration hospital at Phil- 
adelphia, there were to have been 1,000 beds, and the cutbacks 
reduced that to 496 beds. But that is not the true picture there, 
because out of the 496 beds they only have 300 general medical and 
surgical beds, because they allocated some 80 beds for psychotics 
and some other beds for tuberculosis patients, and they won’t be 
ready to accept them until the hospital is in full operation about a 
year from now. So, in the Philadelphia area alone, when the phasing- 
out program has been completed, in the city of Philadelphia with 
500,000 veterans, we will have available only 300 medical and general 
surgical beds in the new hospital. 

Mr. Puiturrs. How many? 

Mr. Linsxy. 300. 

Mr. Puruuirs. As against the VA’s statement of 488? 

Mr. Lansky. I just explained they have allocated out of the 496 
some 80 for n. p. cases and other beds for tuberculosis cases; so we 
only have 300 to 350 general medical beds in that new hospital. In 
other words, we are continually losing bed capacity we had originally 
when we had 650 in the naval hospital, and with the phasing-out 
program as now being carried out we will only have 300 medical and 
surgical beds; so we will have lost the difference between 500 and 
1,000, which we were intended to get, and the 600 at the naval 
hospital. We will only have 300 there altogether in the final analysis. 

Now, some question was raised about the transfer of patients. 
They have moved 40 chronic patients from the naval hospital, who 
were in that hospital for 60 days or longer, to nine other areas—Fort 
Howard, Martinsburg, W. Va., Ric hmond, Baltimore, East Orange, 
Wilkes- Barre, Wilmington, and Lebanon, Pa.—and they have allo- 
cated seven beds at Dayton, Ohio, for patients from the Philadelphia 
area. They did not have any. And thev are not accepting P-10’s 
there now. As a matter of fact, I would like to state there are 1,500 
P-10’s being processed by the regional office at Philadelphia every 
month and, if the VA shows any less, it is not true, because they are 
taking those applications finally approved for hospitalization and 
sending them out to these nine areas. 


29310—53——_9 
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Mr. Corron. What is a P-10? 

Mr. Linsxy. An application for hospitalization on the part of , 
veteran. And they are taking those application forms and send 
them out to nine areas, inc luding Richmond, Va., so that office shen Ws 
a loss in P-10’s, and in W ilkes-Barre, Wilmington, Martinsburg 
Lebanon, East Orange, Baltimore, Fort Howard, and Dayton, you 
are increasing the waiting list in those institutions and decreasing 
the number found in the Philadelphia area alone. 

Mr. Putuurps. We have to deal with figures, as well as having 
genuine sympathy for the veterans. 

Mr. Linsxy. I agree with you. 

Pi: Puriurps. We gave the Veterans’ Administration a cut of onl 

39 million last year, and it applied only $2 million of that cut agains) 
contract hospitals. The information given us is that it applied a 
of $1 million against all Federal hospitals all over the United States 
Now you come and ask us for three-quarters of a million for additiona! 
beds in one hospital. We are not challenging the figures; we ar 
sympathetic with what you say; but we certainly are confused ove 
the accuracy of all the figures, because the VA contemplated, M, 
Linsky, it was going to open a new Philadelphia VA hospital an 
move patients from contract beds over to it. Then the VA receive 
money from us for the operation of the new VA hospital; so it has 
that money which it has not used. 

You see what I mean? 

Mr. Linsky. I agree with you. 

Mr. Puiuurps. And the cut for all Federal hospitals of all kinds al! 
over the United States was very little more than you are asking as : 
supplemental appropriation for a few beds in one hospital. 

Mr. Linsky. I can give you the answer. Let me start out by saving 
that Admiral Boone, the medical director of VA, when asked abou 
the new hospital at Philadelphia, at its dedication made this state- 
ment, that the new hospital at Philadelphia is entirely inadequate | 
take care of the veterans’ needs in the Philadelphia area. That was 
his own statement. 

Secondly, you speke about funds. The best answer to that is a 
letter that was written as far back as August 6, as well as I recall, }) 
the Veterans’ Administration medical director to Senator Martin, and 
this letter will give vou the answer, I believe. 

Mr. Parties. Would you like to put that in the record? 

Mr. Linsky. I believe so; yes, sir. This is the letter: 

This will refer to your letter of July 25, 1952, addressed to the Administrator « 
Veterans’ Affairs, which has been referred to this office for reply. Your lett 
concerns the reduction in beds for veterans in the United States Naval Hospita 
Philadelphia, Pa., pending the activation of the new Veterans’ Administratio1 
hospital in that city. 

The President’s budget which was presented to the Congress contained sufficient 
funds to permit an average patient-load of 200 per day at the Philadelphia Nava 
Hospital to provide for the phase-out of beds in this hospital during the fisca 
year 1953. The Veterans’ Administration will require a large allocation of bed: 
during the first two quarters of the fiscal year, as we anticipate that our new 
Veterans’ Administration hospital will be in operation at the beginning of the 
third quarter of the fiscal year. To maintain an average patient-load of 400 pe: 
day during the first two quarters of the fiscal year would, however, exhaust th 
funds available for the entire year. We would then be required to immediate|\ 
dispose of 400 patients remaining in the hospital at the beginning of the third 
quarter of the fiscal year. This we could not do. We, therefore, plan to phas 
out the 400-bed allocation by utilizing on an average 400 beds during the first 
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quarter, 300 beds during the second quarter, and 100 beds during the third 
quarter, with complete elimination of the patient-load during the fourth quarter 
of the fiscal year. This will permit a gradual phase-out and at the same time 
provide a substantial number of beds during the first two quarters of the fiscal 
year. 

“ Qur appropriation for the fiscal year 1953, as approved by the Congress, 
included a reduction of $30 million in the funds requested for our medical program 
A proportionate share of this reduction in funds will of necessity be taken from 
the funds available for hospitalization in non-VA hospitals. 


(The letters above referred to are in full as follows:) 


Tue American Lecion, 
Washington D. C., January 6, 1953. 
Vice Adm. Joe, T. Boone, 
Chief Medical Director, Veterans’ Administration, 
Washington, D. C. 

Dear ApmirRAL Boone: Reference is made to prior correspondence in connec- 
tion with the veterans’ bed situation in Philadelphia. We call to your particular 
attention national convention resolution 479, transmitted to you September 16, 
1952. 

This matter has been called to our attention again by Department Adjutant 

Edward A. Linsky of the Pennsylvania Department, the American Legion. 
He says the situation is definitely critical. The phasing-out process going on with 
reference to the VA beds at the United States naval hospital there evidently is 
ahead of the availability of accomodations at the new VA hospital. The planned 
or pending transfer of approximately 50 chronic cases out of that institution to 
the VA hospital at East Orange, N. J., indicates to the American Legion of Penn- 
svyivania that the phasing-out is being accelerated with the result that there will 
be less than 300 beds available for a time to the veterans of that great metropolitan 
area. 
The whole matter has become one of deep concern not only to the American 
Legion but also to the United States Senators and Members of Congress from the 
Keystone State. It is mystifying to the American Legion, and apparently to 
many of them, that the two factors presumably working to reduce the number of 
beds cannot be adjusted in the face of reality. It is understood that the Veterans’ 
Administration has an agreement with the Department of Defense to phase out 
the contract beds at the United States naval hospital by the end of the current 
fiscal year, and that in order to» accomplish this the phasing-out will have to be 
completed by March 31, 1953. 

Secondly, we are told that funds made available to the Veterans’ Administration 
for contract beds in fiscal year 1953 require the same goal to be reached by the date 
mentioned. 

Assuming that currently there are funds sufficient only to maintain an average 
patient bed total of 300 to 350 for the year, will the availability of beds at the new 
hospital develop at a sufficient rate to maintain that average? As we understand 
Department Adjutant Linsky and his colleagues, the indications now are that 
that will not be maintained. 

We respectfully submit that that metropolitan area is deserving of a greater 
allocation of beds than an average of 300 to 350. We have in mind that the original 
plan called for the construction of a 1,000-bed hospital at Philadelphia. The 
cutback of January 10, 1949, brought about a reduction to 500 beds. When will 
that be completed and available? 

Are we correct in the understanding that actually both the Department of 
Defense and the Veterans’ Administration desire to maintain a number of con- 
tract beds for VA patients at the naval hospital? Again it is most puzzling that, 
if the need for additional beds exists—and we feel your own surveys show this- 
and if both the Federal agencies concerned are favorable to an allocation of beds 
to the Veterans’ Administration at the United States naval hospital, satisfactory 
adjustments as to agreements and funds eannot be reached. 

Does the policy of the Bureau of the Budget, by which contract beds for veterans 
are being reduced steadily, prevail against the realities as to need? Probably it 
will take consideration and action by the new Congress to spell out a formula 
of relief. 

The veteran population already resident in Philadelphia and its vicinity, and 
the gradual increase in the number of potential eligibles, would seem to justify a 
minimum of 300 contract beds in the United States naval hospital in addition to 
the capacity of the new VA institution, if and when completed and adequately 
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manned to operate at full capacity. We urgently request further study and a 
to the end that the reduction in average bed occupancy not only be stopped 
that the number be increased. We understand that this will be the gist of a 
tional requests coming from the Pennsylvania congressional delegation. 

It is one thing for some individual to repose in a sheltered job within thi 
of the Bureau of the Budget practicing slide-rule hospital care for veterans, | 
primarily on so-called economy, and another thing to witness and try to a 
sick and disabled veterans who are in need of hospitalization and do not hav 
means of providing it for themselves and are forced to wait indefinitely and 
no assurance of when they can be admitted. The scales of equity and justic 
we view them, weigh heavily in favor of the Nation’s defenders residing i1 
Philadelphia vicinity and in many other parts of the country, as against the ta 
of the Bureau of the Budget in trying to save funds at the expense of these vets 

We hope you can do something, and promptly. If the American Legio1 
help we want to do so. 

Very truly yours, 
T. O. KRaaBEL, Dire 


VETERANS’ ADMINISTRATION, 
Washington 25. dD. ot August 6, 195 
Hon. Epwarp MARTIN, 
United States Sent le, Washington 25, a. 

DEAR SENATOR MaArTIN: This will refer to your letter of July 25, 1952, addr 
to the Administrator of Veterans’ Affairs, which has been referred to this off 
for reply. Your letter concerns the reduction in beds for veterans in the U1 
States Naval Hospital, Philadelphia, Pa., pending the activation of the 
Veterans’ Administration hospital in that city. 

The President’s budget which was presented to the Congress contained suffix 
funds to permit an average patient load of 200 per day at the Philadelphia N: 
Hospital to provide for the phase-out of beds in this hospital during the fi 
year 1953. The Veterans’ Administration will require a large allocation of 
during the first two quarters of the fiscal vear, as we anticipate that our new 
erans’ Administration hospital will be in operation at the beginning of the t!] 
quarter of the fiscal year. To maintain an average patient load of 400 per d 
during the first two quarters of the fiscal year would, however, exhaust the funds 
available for the entire year. We would then be required to immediately dispos: 
of 400 patients remaining in the hospital at the beginning of the third quarter: 
the fiscal year. This we could not do. We, therefore, plan to phase-out the 400 
bed allocation by utilizing on an average 400 beds during the first quarter, 300 
beds during the second quarter, and 100 beds during the third quarter, with c 
plete elimination of the patient load during the fourth quarter of the fiscal y« 
This will permit a gradual phase-out and at the same time provide a substant 
number of beds during the first two quarters of the fiscal year. 

Our appropriation for the fiscal year 1953, as approved by the Congress, inclu 
a reduction of $30 million in the funds requested for our medical program. A pro- 
portionate share of this reduction in funds wil! of necessity be taken from the fur 
available for hospitalization in non-VA hospitals. This will necessitate a red 
tion in bed allocations for veterans in certain other Federal hospitals. Howev 
no reduction will be made in the funds set up in the President’s budget to co 
the phase-out of veterans at the Philadelphia Naval Hospital. 

I trust the above will clarify the action taken by the Veterans’ Administrat 
with regard to the beds allocated in the United States Naval Hospital, Philad 
phia, Pa. 

Very truly yours, 
J. T. Boone, 
Vice Admiral (MC) United States Navy, Retired, 
Chief Medical Director. 


Mr. Puruurps. If Admiral Boone is correct, that $30 million was 
reduced from the general hospital program, but of that only $1 million 
is all they took off, according to the V A’s own records, of the contract 
hospitals. 

Mr. Linsxy. Then evidently they must have taken the entire $! 
million right from the Philadelphia area. And we asked them whether 
they could not take some moneys which were appropriated for the 
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other 47 States where beds are not needed in contract hospitals and 
itilize those funds for the Philadelphia area. They told us they 
could not do so. 


RESPONSIBILITY FOR CRITICAL HOSPITAL SITUATION 


Mr. Corron. Then you do not quite agree with my good friend, 
Congressman Fenton, who says the VA is blameless in this situation? 

Mr. Linsxy. I do not say they are blameless. I cannot put the 
blame on the VA; I cannot put it on the Budget Bureau, nor on the 
President. All I now say is this: That we have less beds in the Phila- 
delphia area, as I understand, where it already becomes an emergency 
situates and we now have available for emergency cases of service- 
connected veterans 169 in the naval hospital and 160 in the other 
hospital. So we have only 329 beds all told in the Philadelphia area. 

Mr. Corron. I understand you are only interested in caring for 
these veterans and you are not interested in throwing the buck back 
and forth to this committee and the Bureau of the Budget. 

Mr. Linsky. That is right. 

Mr. Corron. And the VA. 

Mr. Linsky. That is right. 

Mr. Corron. But we are a little interested in these questions 
occurring in the future. I want you to know my questions are not 
meaning that I am not giving you a sympathetic hearing on your 
situation, but I was a little taken aback when the evidence seems to be 
a complete exoneration of the VA. We want to help you if we can— 
at least, 1 do—but also I want to know where we are and try to prevent 
things of this kind occurring in the future. 

Mr. Linsxy. In answer to you, I will say we have tried by every 
means at our disposal to go to the proper people. Our first thought 
was to go to the Veterans’ “Administration who have the : appropriation 
and who have charge of hospitals and who can operate the hospitals. 
We asked why it was necessary in the case of the phasing out program, 
and they blamed it on the $31 million cut they got in their last appro- 
priation. We then went back and asked if they had any other funds 
available in the Medical Service which they could utilize for beds in 
the Philadelphia area. They told us they could not do that. Then 
we asked if they had contract beds in Kansas, Virginia, or some of the 
other States that were not being utilized and which could be put to 
good use in the Philadelphia area. They told us they could not do 
that. That is the reason we are coming back asking for $729,000— 
and those are their own figures—for the operation of 400 beds in the 
Philadelphia area from February 1 to the end of this fiscal year. Then 
we will have to see what we can do about getting additional appro- 
priations for the next fiscal year. 


BED VACANCIES IN THE VA 


Mr. Pariurps. When you were talking to the Veterans’ Administra- 

tion, did you discuss with them the two other matters we have dis- 
cussed here this morning? One was the number of vacancies in all 
veterans’ hospitals and contract hospitals—the number of vacant beds 
there are at the present time. 

Mr. Linsxy. In the Pennsylvania area? 
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Mr. Puiturps. All over the United States. 

Mr. Linsxy. We did to some extent. 

Mr. Purtires. What did they say was the factor for vacancies at 
the present time all over the United States in VA hospitals and con- 
tract hospitals? 

Mr. Linsky. I cannot remember that answer. 

Dr. SHaprro. I can answer that. About half of the vacant beds 
are due to the difficulties in getting staffed, or a little under half 
There are about 2,000 of those in process of conversion from general 
medical and surgical to tuberculosis and about 4,000 are due to lack 
of funds. 

Mr. Puiuurps. My recollection is that Mr. Gray himself, the VA 
Administrator, testified they had about 20 percent vacancies. 

Mr. Tuomas. That is correct. 

Mr. Puiurps. Now, vou are dealing in the number of beds; we ar 
dealing with money. If VA hospitals or contract hospitals hay: 
vacant beds, they are not spending money for those vacant beds. 

Mr. Linsxy. That is right. 

Mr. Puiuurps. Therefore, that money could be used to take car 
of veteran beds in the city of Philadelphia. So we are having diffi- 
culty in adding up this thing to the point that the Veterans’ Adminis- 
tration does not now have money to take care of veterans. 

Dr. SHaprro. I think I can answer that. You never can operate 
hospital with 100 percent occupancy, because you have dr Bhaipedic 
beds that are vacant and no heart beds that are vacant; but cannot 
hospitalize heart cases in orthopedic wards. The most efficiently 
hospital can operate at is 85 percent occupancy by patients. 

Of course, the American Hospital Association for the last 5 years 
shows that the private hospitals in this country operated at between 
73 and 76 percent of full occupancy. 

Mr. Puiturrs. But we are still dealing with money. Every bed 
that is empty is not costing as much as a ‘bed in use. 

Dr. SHaprro. As I remember, the Bureau of the Budget allocates 
funds on the basis of 85 percent occupancy of available general 
medical and surgical beds. That is my understanding: That the 
estimates have been based upon an 85 percent occupancy of available 
beds. 


POSSIBILITY OF TRANSFERRING FUNDS WITHIN VA TO 
PROVIDE NEEDED BEDS 


Mr. Linsxy. We tried, as I say, to get them to transfer the funds 
We even asked them whether it was permissible under the law to take 
moneys which they had available, of which we found on the Ist of 
January there was $259 million available, unused moneys, in the VA, 
and we asked them if they could take part of that money and use it for 
medical service in contract hospitals in Philadelphia, and we were told 
that because of the Bureau of the Budget and by law they could not 
transfer money from any other appropriations to the medical service 

Mr. Puiiurres. What did you want them to transfer? 

Mr. Lrysxy. If they had $259 million of unused money, we asked 
them why could not they use some of that money for medical services. 
Mr. Puitures. Where do they have it; in the building program? 

Mr. Linsxy. They had it in the overall program. I do not know in 
what particular item, but they did have $259 million. 
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Mr. Putuures. It may have been in the pension or compensation 
funds. 

Mr. Linsxy. It was money appropriated to the VA for other than 
medical services. We did not know at that time the law prohibits the 
transferring of funds from one program, from special services or some 
other program, to the medical service. We then questioned them as 
to whether or not they could utilize some of the moneys which they 
now have appropriated for contract hospitals in other cities than 
Philadelphia—whether they could not take it from another State and 
put it in Philadelphia. They said they could not do that, either. 

Mr. Pures. Why couldn’t they’ 

Mr. Serna They did not want to. 

Mr. Lins We went around this program from every angle in 
order to re meni the 400 beds which we actually need in Philadelphia, 
and they came up with the answer that it cannot be done. 

Mr. THomas. Let me tell you as a matter of law they can transfer 
those funds to contract hospitals. It is a lump-sum appropriation for 
that purpose and, of course, they do it every day to suit their own ideas 
of proper management. 

Mr. Puriurps. They may not be able to transfer from the pension 
fund to the hospital fund or from the building fund to any other fund, 
but there is no reason why they could not transfer contract bed mone Vv 
appropriated for any other State to Pennsylvania. 

Mr. Lansky. I think this paragraph will clarify that to some extent. 

*« * * We have called to the attention of the Veterans’ Administration 
flicials the fact that perhaps some of the moneys allocated for contract beds, 
such as were Obtained at the naval hospital, could be utilized in the Philadelphia 
irea from Other areas where they were not urgently and immediately needed. 
No consideration was given to this request. The Veterans’ Administration 
authorities have gone abead with a so-called phasing-out program of beds in the 
naval hospital until they have reached the zero figure as far as veteran patients 
if that hospital are concerned, indicating that by March 1 of this year no further 
beds will be available for veterans in the Philadelphia naval hospital. 

Mr. Puriiurps. You mean April 1? 

Mr. Linsky. That should be March 31. 

Mr. Jonas. Mr. Chairman, may I ask does this subcommittee not 
have any authority to have somebody from the Veterans’ Adminis- 
tration up here? 

Mr. Puriures. They will be up here tomorrow. 

Mr. Jonas. I would like to have them here when these folks 
re up here. 

Mr. Linsky. So would we, because we have some questions to 
ask them. 

We sat in conference with Admiral Boone, sat in conference with 
Dr. Woolford, sat in conference with the budget man of the Vet- 
erans’ Administration, and with one or two others. We propounded 
the same questions to them that Mr. Jonas is now propounding 
to uswhy some of these things cannot be done—and they em- 
phatically told us it could not be done. In the meantime, the situa- 
tion is more serious than it was. 

These patients do not have service connection. The question 
was asked about service-connected and non-service-connected, but 
in most cases you will find the man who is a non-service-connected 

case will have exhausted all of his own money to get his own medi- 
cation before he enters the naval hospital in Philadelphia, because 
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we have tried to admit him to that hospital and they are trying 
to do the best they can, but they just do not have the beds availa! 

In the meantime, the naval hospital has a total of 2,000 beds; the; 
have the difference between 1,121 and 2,000 or 879 beds empty 
with the force there, with the staff there, with the medicine and 
everything there that is necessary. And the doctors at the naval 
hospital tell us that they would be tickled to death to have VA 
patients there; because, if they do not, they are going to lose their 
rating as a standard hospital unless they get the occupancy nec- 
essary to operate according to the standard set by the America: 
Hospital Association. 

Mr. Puruurrs. Is there anything further? 

Mr. Linsxy. I think that covers the number of veterans. I could 
go on to another Pennsylvania situation and tell you that out of t! 
16,000 beds taken away in 1949 we lost 14 percent of the grand total 
of 16,000 beds by reducing the size of the hospital in Philadelphia and 
Pittsburgh and losing the hospital in Harrisburg. And in the overall 
picture of Pennsylvania we have been losing beds continually, whereas 
others have not. And we have lost beds worse since the Korean 
situation. I think it is interesting to show that at Valley Forge before 
Korea they had 2,200 patients. At that time we had one thousand 
and some Veterans’ Administration beds available at Valley Forge 
hospital. They were going to transfer 175. We asked in the case of 
Valley Forge why they could not keep those patients rather than 
transferring them to Van Nuys, Calif., I think. They closed them 
out and afterwards found they ‘had enough, and they reopened the 
hospital at a cost of considerable money 

Mr. Puruures. I am afraid that is not the only instance of that. 

Let me ask, Mr. Linsky, do you have any figures on the number of 
service-connected patients in the Philadelphia area? 

Mr. Linsxy. We cannot give you that answer, for this re: be 
When a veteran walks into the Veterans’ Administration and takes 
the examination and is in need of hospitalization, they have no wa) 
of telling whether that man has a service-connected case or not until 
all of the evidence has been gathered. In the meantime, the man 
needs hospitalization. Now, who can say whether that man is a 
service-connected case or not? 

Mr. Corron. You are talking about emergency cases? 

Mr. Linsxy. No; I am talking about any case that walks into th 
Veterans’ Administration. 

Mr. Puiuuips. There is no trouble about a chronic case; is there? 

Mr. Linsxy. In a chronic service-connected case, I will say this: 
I think you will find those in the new VA hospital now are all service- 
connected and emergency cases, and out of the 160 cases at the naval 
hospital I venture to say that 40 to 60 cases represent service-con- 
nected cases. 

Mr. Parurps. Those that are not service-connected—do they 
automatically get those into certain categories, or are they all types 
of physical trouble? 

Mr. Lrnsxy. All types of physical trouble, and the most of them 
in that hospital are there because they cannot afford their own 
private hospitalization. 

Mr. Corron. I believe you gave what figure as the waiting list 
over the country? 
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Mr. Linsxy. The national figure is 21,930. 

Mr. Corton. Do you have that figure for the Philadelphia area; 
can you give that figure for the waiting list in the Philadelphia area? 

Mr. Linsxy. No; I cannot give you that, for this reason, that 
every application for hospitalization now coming into the Philadelphia 
area is being dispatched to one of the nine institutions I have already 
mentioned—Richmond, Baltimore, East Orange, Wilkes-Barre, Wil- 
mington, Lebanon, Fort Howard, Martinsburg, W. Va., and Dayton, 
Ohio. So we cannot tell you what the waiting list is in the Phila- 
delphia area, because they are throwing them out too rapidly for us 
to get into the regional office and get the record. 

Does that answer your question? 

Mr. Corron. No; but it tells me you can answer it. 

Mr. Linsxy. Dr. Shapiro calls my attention to this, that we have 
1,985 on the waiting list in Pennsylvania alone, in the VA hospitals 
located in Pennsylvania. 


NUMBER OF SERVICE-CONNECTED DISABILITY PATIENTS 


Mr. Corron. You do not have any figures about how many of those 
are service-connected? 

Dr. SuHaprro, I may state for the record that generally Veterans’ 
Administration patients fall into one-third service-connected and 
two-thirds non-service-connected. That has been the average over 
the years. 

Mr. Puriuips. That includes all types; in other words, it includes 
NP’s and a lot of others? 

Dr. SHartro. That is right. 

Mr. Puiuures. And it is very difficult to establish service connection 
in such cases. 

Dr. SHaprro. They run 12 to 14 percent. 

Mr. Corron. 12 to 14 percent which way? 

Dr. SHaprro. Service-connected. That is, until their cases are 
developed. 

Mr. Corron. What do you mean “That is, until their cases are 
developed’’? 

Dr. SHaprro. Many men file applications for hospitalization, as 
their first contact with the VA, and once they get in there they file 
claims and then their military service records come and it is shown 
their disability for which they were admitted as non-service-connected 
turns out to be service-connected, but the hospital record is never 
changed. 

[ was talking with Mr. Andrews about one of his constituents who 
was hospitalized for the last 3 years. I noted that on getting the 
record and seeing the autopsy report the condition from which he died, 
which was considered non-service-connected, was a condition for which 
he was discharged from the service, and it showed he had had many 
hospitalizations for non-service-connected disability. Is that right? 

Mr. Anprews. That is right. 

Mr. Corton. Referring only to G. M. and S. cases, the figure you 
gave was 12 to 14 percent are service-connected and the rest are 
non-service-connected. Is it not a realistic guess that the greater 
number of them are service-connected if you had the ultimate facts? 
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Dr. Suaprro. There is one other factor; that is that most of th 
general medical and surgical load falls into the chronic group—chroni 
heart conditions—and in the chronic group are people who are mainly 
indigent. If you will refer to the Administrator’s annual report, 
will show that the largest percentage of admissions and discharges of 
the VA are from people who would be mainly indigents. 

Mr. Corron. Do you mean to tell me that neither the VA nor a 
other group, public or private, has ever made a survey or has an) 
figures or statistics so that we can have a generally approximate idea 
of actually how large a proportion of G. M. and 8. cases are service- 
connected. 

Dr. SHapiro. Yes; they have those figures. It will run anywhe 
from 12 to 15 percent. But if you get the VA re port, it will show the 
number of cases that get service-connected every month. In other 
words, a number of those men eventually get service-connected but 
the hospital record is never changed. 

Mr. Corron. I understand. But that being the case, there are no 
figures available to give us the ultimate correct figure? 

Dr. Suaprro. Yes, sir. That was presented by the Administrator 
of Veterans’ Affairs, and the new statistics we hope will reflect that 

Mr. Corron. Then what is the approximate proportion that are 
actually service-connected after all the facts are sifted out? 

Dr. Suaprro. That is not anything I can give. 

Mr. Corron. That is what I asked. There are no figures showing 
that? 

Dr. Suaprro. There are no figures showing that. But I want to 
stress that they are essentially a chronic load. 

Mr. Puiuuips. Do you have any questions, Mr. Jonas? 

Mr. Jonas. I just want to express some amazement that you would 
have more than 1,000 veterans in the Philadelphia area needing hos- 
pitalization with non-service-connected disabilities who can make the 
necessary affidavits that they are unable to pay themselves. 

Dr. SHaprro. These have been proved. 

Mr. Jonas. Like some cases that have come to my personal atten- 
tion, it may be a lot of false statements get in some of those affidavits. 
I am speaking as one who has had over 25 years’ service in the mili- 
tary, more than 5 years in World War II, as a member of the American 
Legion and as one who is very much interested in all veterans’ benefits 
and seeing that the veteran gets everything coming to him. I am just 
expressing some amazement that there would be that many who could 
qualify under the rules as unable to pay themselves. 


NEED FOR ADDITIONAL HOSPITAL BEDS IN PENNSYLVANIA 


Mr. Linsxy. The 1,985 are in Pennsylvania and in some areas—and 
I think this is important—we are sending these applications out of the 
1,500 I mentioned from the regional office over to the VA hospitals 
for hospitalization. For instance, at Lebanon there is now a lot of 
veterans on the waiting list, about 1,160. Yet some of those applica- 
tions are being forwarded to Lebanon. And if they are sent to 
Altoona, there is a waiting list at Altoona. In other words, in every 
governmental institution in Pennsylvania where it would be possible 
to send applications for hospitalization there is a waiting list totaling 
1,985. 

Mr. Anprews. What is the answer? more hospital beds over all? 

Mr. Linsxy. Definitely. In Pennsylvania, particularly; yes, sir. 
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Mr. ANprews. How many beds would you think would be neces- 
sary in the United States to give every service-connected and non- 
service-connected case immediate hospitalization? 


REDUCTION IN HOSPITAL BEDS IN 1949 


Mr. Linsxy. As far as I could give, my answer would be if they 
went back to the original hospital program instead of the moneys 
appropriated or approved by the Board of Hospitalization and ap- 
proved by the Budget Bureau in 1949, I think they could have reached 
a reasonable figure with the exception of the NP cases, which are 
terribly overloaded, and the TB cases, too. 

Mr. Tuomas. How many beds were cut out of that program? 

Mr. Linsxy. 16,000 beds. 

Dr. SHaprro. There were approximately 145,000 beds provided in 
the planning made during 1945, 1946, and 1947. That was reduced 
by 16,000, and we unde rstand the Federal Government has now set a 
limit of 131,000 under this program. 

Mr. Puruuips. Is there anything further? 

Mr. Markowitz. I would like to say that this new hospital in 
Philadelphia—we are talking about the critical situation in Phila- 
delphia—which was just opened about a month ago, has already, as of 
last week, established a waiting list. They had 130 on the waiting 
list approximately a week ago when I checked in Philadelphia; and, 
io dispose of the waiting list, they sent 46 of those applications for 
hospitalization to Richmond. For instance, they reduced by 46, and 
they are doing that as best they can. But as of the moment, I called 
and asked, and I would estimate the "vy have over 100 on the waiting 
list at this very moment at this new hospital. The 169 beds at the 
naval hospital are occupied. There are no beds at the naval hospital 
for veterans at the moment, because they are not admitting any, 
So we only have 160 beds that are supposed to be activated at this 
new hospital that are available to all of the 500,000 veterans who are 
going to become sick in the Philadelphia area. 


NUMBER OF BEDS NEEDED TO HOSPITALIZE ALL VETERANS 


Mr. Anprews. I want to ask Dr. Shapiro a question. 

Doctor, how many veterans do we have in the United States? in 
excess of 19 million? 

Dr. SHaprro. Yes. 

Mr. AnpReEws. In your opinion, how many hospital beds would be 
necessary to give treatment to all veterans who needed hospitalization, 
both for service-connected and non-service-connected cases? 

Dr. SHaprro. If you made it open for everyone irrespective of means 
and used the VA figures of 1 for 169, it would be a large figure. As a 
matter of law and regulation, hospitalization is to be provided for all 
veterans at all times, merely by the veteran’s statement that he is 
unable to pay for his hospitalization, and the practice is that he should 
receive such hospitalization if a bed is available. The American 
Legion has never asked that all veterans be able at all times to receive 
such hospitalization. 

Mr. Puruuips. Does he have to make an affidavit to that effect? 

Dr. SHapiro. Yes, sir; he does; and a penalty is provided. 

The American Legion has been attempting administratively to 
clear up the situation Mr. Jonas has spoken of. We have had the 
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Veterans’ Administration change their P—10 form application to pu 
the penalty provision right where he signs his affidavit. We are 
asking it, in order that the man fully understands just what he is 
signing, because usually they just shove this thing at him, and \ 
are trying to do everything possible, and are asking the iaedical 
profession, the hospital profession, and the American Legion to 
police this. I think instances of abuse are very, very few, but that 
attempt has been made to weed them out. 

Mr. Tuomas. Do you know of any case in the VA medical program 
where a man was ever prosecuted for making a false affidavit? 

Dr. SHaprro. Yes, sir. Under the old VA Form P-10, where a 
man had to state his own worth and had to state his income, they 
could prosecute him for making a false statement. But at the present 
time, this P—10 application merely states the man states he is unable 
to pay. This is an opinion and, although cases have been sent up, 
the United States attorneys have refused to prosecute because it was 
the man’s opinion that he cannot afford to pay. But they have had 
some cases in the past that were prosecuted. 

(Discussion off the record.) 

Mr. Linsxy. May I make one observation here with regard to prose- 
cution? And I would like to make this for the record. 

The American Legion in Pennsylvania is spending annually, out of 
our own funds, $170,000 to employ 40 people in the 3 regional offices 
to service veterans and their families. And in every instance we 
have notified our service officers and assistants to the service officers 
adequately to explain to the applicant for hospitalization the features 
of prosecution before he completes his P-10 form and is hospitalized 

Mr. Tuomas. I want to commend you gentlemen for that. 

Mr. Linsxy. Thank you. And may I say this, that I left a sickbed 
this morning with a 101 fever to see if I could not come here and 
ret some relief for these veterans. I see them every day; our com- 
mander sees them every day. 

Mr. THomas. You see where the trouble lies? 

Mr. Linsxy. I certainly do. But you can do us a great favor if 
you will put that $679,000 in there, at least. 

Mr. Tuomas. How many dollars were alloted to Philadelphia out 
of existing funds for contract beds? 

Mr. Linsxy. If we do not have that, we can get it. 

Mr. THomas. Put it in the record. 

(The information is as follows:) 

The number of patient-days utilized by the Veterans’ Administration at the 
Philadelphia Naval Hospital from July 1 to December 31, 1952, was 58,199, a 
$14.25 per day, amounting to $829,335.75. 

Mr. Jonas. I would like to ask one more question. Do you have 
any figures available to show how many applications have been made 
to you for help by veterans that you have turned down after investi- 
gation and refused to help because you did not think they could 
qualify? 

Mr. Liysxy. Yes, sir; we have those figures. I can get them from 
each one of our regional offices. 

Mr. Puiiurrs. You might put them in the record at this point. 

(The information is as follows:) 

In checking at the regional offices at Pittsburgh, Wilkes-Barre, and Philadelphia, 


it was found that there were 176 applicants turned down because they could not 
qualify for hospitalization. 
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STATEMENT OF Mixes D. KeNNeEpDy, Director or NATIONAL 
LEGISLATIVE COMMISSION, AMERICAN LEGION 


Mr. Puiturps. Mr. Kennedy, have you a statement? 

Mr. Kennepy. We have no further witnesses. 

I would like the record to show, however, that Senator James H. 
Duff and Congressmen Hugh D. Scott, Jr., and William T. Granahan, 
all of Pennsylvania, had expected to be present and say something 
similar to that already presented to you this morning, but they noti- 
fied me late yesterday afternoon that they had other commitments 
and they could not be here this morning. 

Mr. Puiturrs. Mr. Scott spoke to me about this situation. 

Mr. Kennepy. | would like to have the record also show that Mr. 
Linsky was accompanied by Mr. Herbert M. Walker, commander of 
the American Legion, Department of Pennsylvania; Mr. Daniel 
Shaub, assistant adjutant general of the American Legion, Depart- 
ment of Pennsylvania, Mr. Michael Markowitz, legislative director 
of the American Legion, Department of Pe nnsylvania; and Dr. Hyman 
Shapiro, medical consultant of the American Legion. 

Mr. Puruurps. He is well known. 

Mr. Kennepy. Before Commander Walker speaks, I would like to 
thank you gentlemen for the courteous cooperation which you gave 
us in conducting this hearing this morning, and I know that the 
gentlemen from Pe nnsylvania appreciate it very much. 

I would like to also request permission to have Mr. Linsky’s written 
statement incorporated in the record. 

Mr. Puruurps. That is agreeable. 


(The matter referred to is as follows:) 


STATEMENT OF DEPARTMENT COMMANDER HERBERT M. WALKER AND DEPART- 
MENT ADJUTANT Epwarp A. LINsSKy, THE AMERICAN LEGION, DEPARTMENT 
oF PENNSYLVANIA 


Ever since the inception of the American Legion, our chief concern has been 
adequate hospitalization for those who are entitled to such hospitalization by 
virtue of the laws passed by Congress. 

Within the past several months an acute situation has arisen in the city of 
Philadelphia, which will adversely affect those veterans needing hospital care in 
this very densely populated area. We find that in the Philadelphia area in 
particular there are approximately 500,000 veterans who would be entitled to 
hospitalization when such care is indicated by their physical condition. 

When the Philadelphia Naval Hospital was built, its construction was predicated 
on the premise that both veterans and naval personnel alike would be adequately 
cared for in that institution. For a number of years, arrangements were made 
by Veterans’ Administration and naval officials for 600 beds at the naval hospital 
for use of veterans. As a result of World War II this number was reduced to 400 
so that the naval personnel injured in World War II could be hospitalized there. 

Following World War II, a hospital-construction program was instituted by 
the Veterans’ Administration and the construction of a new Veterans’ Adminis- 
tration hospital was authorized and moneys appropriated for a 1,000-bed hospital 
in that city. We might point out at this juncture that Philadelphia is one of 
the greatest medical centers in the world, having within its confines six medical 
schools (Osteopathic, Women’s, Jefferson, Temple, University of Pennsylvania, 
and Hahnemann) and that professional personnel and the staffing of an institu- 
tion of the size contemplated would have been an easy matter to accomplish. 
lowever, due to delays in the planning by the Veterans’ Administration officials, 
an Exeeutive order was issued in 1948, reducing the number of beds throughout 
the Nation, and included in this reduction, Philadelphia’s 1,000-bed hospital was 
reduced to 500. The hospital was finally built and will accommodate 496 patients. 
This hospital was dedicated on December 7, 1952, and the first patient was 
admitted on January 3, 1953. 
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In the meantime, the Veterans’ Administration officials have made an ag 
ment with the Department of Defense, Bureau of Naval Operations, to the eff 
that all the patients in the naval hospital will be eliminated by the end of | 
fiscal year, claiming that there were not sufficient appropriations made to 
for this contract. We have called to the attention of the Veterans’ Administra 
Officials the fact that perhaps some of the moneys allocated for contract b« 
such as were obtained at the naval hospital, could be utilized in the Philadelp 
area from other areas where they were not urgently and immediately needed 
No consideration was given to this request. The Veterans’ Administrat 
authorities have gone ahead with a so-called phasing-out program of beds in 
naval hospital until they have reached the zero figure as far as veteran patients 
at that institution are concerned, indicating that by March 1 of this year no 
further beds will be available for veterans in the Philadelphia Naval Hospital 

They bolster up their thinking and their action for this elimination of beds by 
telling us that the new hospital, which has just been opened, will adequately tak 
care of the needs of the veterans of the Philadelphia area. They further tell 
that if the facilities of the new hospital are inadequate, veterans from the Phila- 
delphia area will be sent to East Orange, N. J.; Wilmington, Del.; Wilkes-Barre, 
Lebanon, and other distant points where hespital facilities are available for 
veterans’ needs. However, a check at these institutions finds that most of th: 
with the exception of Kast Orange, N. J., which has just recently been activated, 
have a waiting list and will not be able to accommodate any of the patients fro: 
Philadelphia. As a matter of fact, patients from the Philadelphia area hay 
already been hospitalized in some of these outlying institutions, which hay 
caused tremendous hardships on the patients as well as the families. 

The Veterans’ Administration authorities fail to give consideration to the most 
important factor involved in this problem, namely, that in Philadelphia there are 
available the best medical minds and medical services found anywhere in thx 
world, utilization of which could be bad by the Veterans’ Administration officials, 
both at the Philadelphia Naval Hospital and in the new Veterans’ Administration 
hospital just opened. It is very important for us to remember that the Veterans’ 
Administration Medical Department, in no uncertain language and time after 
time, has taken the position that veterans are entitled to the best of medical care, 
second to none, in the various Veterans’ Administration hospitals that are being 
operated by them. 

We therefore feel that the allocation of beds at the naval hospital should be 
continued, and with the full activation of the new hospital, which will take at least 
a.year to become a reality, we would even then have less beds available that ar 
needed for the veteran population of the Philadelphia area. Asamatter of com- 
parison, we cite comparative bed allocations in the various other sections of thi 
country to indicate the continued need for these additional beds in the Philadelphia 
area. (See exhibit A. 





141 


| ag Exurisir A 

e effs 

of t 

tO car ; Phe oe 
Opulatio 

stratioy 


‘t bed 


delp nsylvania 1, 418, 000 
needer Aspinwall 

stratioy Pittsburgh 

@ F Altoona 

5 In Erie 

patient Le benon 

rear Wilkes-Barre 

pital Philadelphia 


beds by Potal 


ely take New York 1, 927, 000 

r tell us New York (Bronx 

e Phila- New York re 
:-Rarre Albany , 005 
s-Barre, Prooklyn 1, 000 
able for Bath 400 
»f the Buffalo 1, 005 
tivated, Syracuse 


i 


General medical 
beds in VA 
hospitals 


its from Total 

ea hay oa 
th hay California 1, 476, 000 “: 

F Fresno 250 

Long Beach 1, 600 

he most Los Angeles ‘. - 
Te are Oakland & 

there are San Francisco 396 


4,913 


e in the 
officials, Total 4,449 
istration 

eterans ~ Chicago 
me aiter Chicago 


cal care Dwight 
| Hines 
Marion 


1 1, 238, 000 


‘re being 


hould be Potal- 
2 at least xas 953, 000 
that are \marillo 
r of com- Big Spring 
Sead Bonham 
ns of thi Dallas. - 
adelphia Houston 
Marlin 
McKinney 
remple 


Total 


io . 
Cleveland 
Dayton... 
Cincinnati 


Total. - 


chigan aR 
Ann Arbor... 
Dearborn 

Iron Mountain 
Saginaw - .. 


Total__-_- 
Massachusetts 
Boston _. 
West Roxbury 
Total 
lana ace * was 
Fort Benjamin Harrison 
Fort Wayne 
Indianapolis 


Total. 





General medical 
beds in VA —_ 
hospitals eds 


Veteran 
population 


Georgia 352, 000 
Atlanta 
Augusta 
Lawson 
Dublin 


Total 
Florida A 329, 000 
Bay Pines 
Coral Gables 
Lake City 


Total 


Missouri 542, 000 
Jefferson Barracks ; 541 
Kansas City : 498 
Poplar Bluff | 201 
St. Louis 
Total ‘ , 240 | 
Virginia 324, 000 | 
Kecoughton - - ‘ 604 | 
Richmond ‘ . 1, 000 


Total San : 1, 604 


Tennessee... ..___-- ce . 369, 000 
Memphis ot a baie 1, 750 
Mountain Home.. x ‘ a acme ‘, 605 
Nashville ‘ “es . ji 700 


ical is ee en ee 3, 055 


Louisiana_- pRRie ‘i _ ea zs 
Alexandria... ._- 56 i dsteiiinioateay Neda. 662 
I a i ee - 500 
a ee a : 419 |. 


Total 





WOE Wei nctcdiocccncscce 
ED ccmsicgddBbudistnwncea 
Clarksburg 











1, 300 








335 
500 


ee iissal Es lin tcineclistnas tities aaiaiitaics ale 


STATEMENT OF Hersert M. WALKER, COMMANDER OF THE AMERICAN 
Lxecion, DepARTMENT OF PENNSYLVANIA 


Mr. Waker. Mr. Chairman and gentlemen of the committee, 
as commander of the Department of Pennsylvania of the Legion may 
I thank you for your courteous help this morning and giving us all of 
this valuable time. As commander of 500,000 Legionnaires I do very 
honestly hope that you give all consideration possible to the return 
of those beds in the naval hospital to us. 

Mr. Puiturps. Thank you, gentlemen. You have made an ex- 
cellent presentation. The meeting is adjourned, and we will meet 
again at 10 o’clock tomorrow morning. We will have the Veterans’ 
Administration here at that time. 
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TuHurspay, Frepruary 5, 1953. 
VETERANS’ ADMINISTRATION 
PHILADELPHIA NAvAL Hosprran 


WITNESSES 


CARL R. GRAY, JR., ADMINISTRATOR 

Ss. M. MOORE, JR., BUDGET OFFICER 

J. D. BAKER, ASSISTANT BUDGET OFFICER 

U. E. WELLS, CHIEF, ESTIMATES DIVISION, BUDGET SERVICE 

JOEL T. BOONE, VICE ADMIRAL (M. C.), RETIRED, CHIEF MEDICAL 
OFFICER 

ALLEN F. BIGELOW DIRECTOR, PROGRAM ANALYSIS STAFF 

J. M. FARRIS, CHIEF, BUDGET AND PLANNING DIVISION 

DR. J. C. HARDING, DIRECTOR, OUT-PATIENT SERVICE 

DR. T. M. ARNETTE, AREA MEDICAL DIRECTOR 


Mr. Putiuirs. We have before us today a request for a deficiency 
appropriation from the Veterans’ Administration, and we have as 
witnesses on behalf of the Veterans’ Administration our old friend, the 
Administrator, Mr. Carl R. Gray, accompanied by Mr. Moore, Budget 
Officer; Mr. Baker, Assistant Budget Officer; Mr. Wells, Chief, Esti- 
mates Division, Budget Service; Admiral Boone, Chief Medical 
Officer; Mr. Bigelow, Director of the Program Analysis Staff; Mr. 
Farris, Chief of the Budget and Planning Division; Dr. Harding, 
Director of the Out-Patient Service; and Dr. Arnette, Area Medical 
Director. 

Is there anyone else here who is not on that list ? 

General Gray. No, sir. 


STATEMENT OF PHILADELPHIA HOSPITAL SITUATION 


Mr. Puuuires. Before asking you to take up this matter of the re- 
quest for a supplemental appropriation, we had in here yesterday a 
delegation from Pennsylvania on behalf of the Philadelphia veterans. 
The hearing by this subcommittee was a courtesy to our friends in 
the Congress on both sides of the Capitol, Senators and Representa- 
tives, and we did get some information that made us wish afterward 
that we had arranged for a joint hearing between the representatives 
of the Veterans’ Administration and these Congressmen. That being 
the case, this subcommittee would like to iron that out before we get 
into the hearings on the supplemental request. I think you have 
been notified of that, so that undoubtedly you have the necessary in- 
formation and witnesses. 

The situation is this: You had under contract with the naval hos- 
pital at Philadelphia a maximum of 350 beds and under this new 
phrase that you now use, this fancy expression “phrasing out,” you 
have been reducing the number of beds under contract with the naval 
hospital on the assumption that you would balance it off by increasing 
the number of beds available in the new veterans’ hospital presently 
under activation in Philadelphia to the point where you will eventu- 
ally, according to your own list, wind up with a figure of 488 beds. 

29310—53———-10 





144 


Now, the comment of these representatives from Philadelphia 
that the beds are being reduced in the naval hospital but that the dit 
ficulty in activating the other hospital is such that it has not __ 
in providing an equivalent number of beds in the new hospital ; 
it is a much slower process than you anticipated; that there are, 
you yourself have testified, General Gray, a number of vacancies 
contract beds in other parts of the United States, but that you ha 
said to the Pennsylvania representatives specifically that you may 
not, under the law, transfer any money which you had contracted fo: 
with Federal hospitals in other States and use that to pay for the beds 
contracted for in Philadelphia. 

It was also stated that at the present time you are required to take 
patients from the Philadelphia area, where there are approximatel, 
500,000 veterans out of a total of 1,418,000 in Pennsylvania, and send 
them to some six or seven locations—the Philadelphia hospital, the 
hospital at Wilkes-Barre, the hospital at Lebanon, the hospital 
Wilmington, and you have even sent them to a hospital at Dayton, 
Ohio, and a hospital at Richmond, Va., and to East Orange, N. J. 

Finally, in order to get their side of the story completely on the 
record, we looked at this chart which you yourself supplied us, 
and this chart indicates you received a total cut of $39 million from 
your request last -year, of which $30 million was applied by you to a 
reduction in hospital and domiciliary care, and, out of that, hospital 

care was $22 million and actually, according to your own record, you 
have reduced the money allowed for contract hospitals and Federal 
hospitals by only $1 million. Keep that figure in mind, because, when 
the Pennsylvania people come to you and say, “If you would activ: ate 
those beds or recontract these beds in the naval hospital, how muc! 

money will we need,” we are told you say to the Pennsylvania fapie- 

sentatives, “We will require $729,000." 

Now, there is quite a discrepancy in my mind between these figures, 
and I think in the minds of the rest of the committee. If you only 
cut off $1 million, in contract beds in the whole United States, how 

can you justify a statement to the Pennsylvania representatives that 
you have to have $729,000 just to reactivate half of the beds you 
planned to have in the naval hospital at Philadelphia? 

Second, we do not agree with you, and we would like you to explain 
to us why you say to the Pennsylvania representatives that you 

cannot take money which you intended to use to contract beds in 
Feder al hospitals in the other 47 States, where there are vacancies. 
and use that money in Philadelphia. 

Third, we would like you to explain why, when we made a cut— 
and we were rather emphatic in our statements that the cut was not 
intended to take away hospital beds—you reduced the services dispro- 
portionately, when you applied the cuts in Philadelphia ? 

On the other side, which I will permit you to indicate and not make 
your statement for you, you have the customary problem of the type 
of patient who is applying for hospitalization. 

We would be glad to hear your own statement on this problem. 
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GENERAL STATEMENT 


General Gray. Mr. Chairman, in generalities, the problem, as you 
snow as well as we, is the medical load coupled with the fact that the 
beds of the total amount of operation that we have are not located 

| accordance with the veteran population and, until recently, in all 
seriousness, they have not been allocated as to the different types— 
G. M. and $., TB, and NP—proportionately in accordance with the 

edical load. We are approaching that definitely, and we hope to 
have by the time of the completion of our author ized hospitals the beds 
n general proportion to the medical load, which we have learned in 
jor 7 years since this rapid demobilization of the World War Il Army 
and the 16 million-odd veterans who came from that, in round fig- 
ures—and I would like the opportunity to make them exact; I do not 
have the figures in my mind except in generalities—we have a 35 per- 
cent general medical and surgical load. 

Mr. Puuwirs. In Philadelphia / 

(reneral Grar. No. I am speaking generally now. And the de- 
signed installations, as has been shown, stand ‘at 39 percent of the 
beds will be G. M. and S. beds; we have a 15 percent tubercular load, 
and our bed allocation as of now is 14 percent; we have a 52 percent 
neuropsychiatric load, and our bed capacity as now allocated is ap- 
proximately 47 percent. 

So, generally now, as of the time of completion, we shall change 
the types of beds in the construction program so as to bring them 
nearer than they are now and, in fact, hope to bring them accurately 
to a balance. 

The situation with respect to the Philadelphia hospital is wholly 
and solely one of the general medical and surgical picture, because the 
allocation of beds in that hospital has not been other than G. M. and S. 
So that we will forget, if you please, and not discuss, unless you bring 
it into the picture Jater, the question of the allocation of beds other 
than of the G. M. and S$ beds. 

Mr. Pures. Except this, that in the shift from contract beds in 
the naval hospital to beds in the Veterans’ hospital—— 

General Gray. They are all G. M. and S. cases. 

Mr. Pures. We are advised they are not; that you are using 
some for NP and TB, or it was stated they were used for that, which 
under the system of bed use would presumably be G. M. and 8. 

Now, we deal with money in this committee. When you have 350 
beds under contract in the naval hospital and none in the unfinished 
VA hospital, and then shift from naval over to VA, you have that 
amount of money to take care of the beds. Whether you apply it 
to the naval hospital or the VA hospital, if you have 300 beds in one, 
that you are supporting under contract, and take 150 away and put 
150 in a VA hospital, you would still have the amount of money to 
support the same number of beds. If you are not able to use that 
number of beds, which apparently is the situation, because you cannot 
get the necessary doctors, nurses, attendants, and so forth, you still 
have the same amount of money that you would have used to put 
those veterans in the naval hospital. 

We are talking about money; we are not talking about the percent- 
age you apply to G. M. and S. and NP. We say we gave you enough 
money, on your own statement, and now you either have it here for 
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the naval hospital or over here for the veterans’ hospital, because th: 
beds add up to the same total on your own list. 

General Gray. I may not understand you; but, basically speaking, 
what we need is money for beds in both places. 

Mr. Puituips. But you anticipated opening the VA hospital, and 
you got the money from us for operating the VA hospital. 

General Gray. We have the money for the VA hospital, but we have 
not the money to open the VA hospital and at the same time maintain 
the bed capacity in the naval hospital, which we intended to do. 

Mr. Puiiurrs. But if you are not maintaining your schedule in the 
VA hospital 

General Gray.. Let us develop that, please. Now, the details of 
those allocations of money and the utilization of the money for 
different bed capacities is handled directly—the average general dis- 
position of the money is made by me to the Department of Medicine 
and Surgery but is handled primarily by them. Therefore, I will 
ask Admiral Boone himself to give you the details or call upon one of 
his staff to furnish the exact details and answer the questions you 
propound. 

Admiral Boone. Not to pass the buck—and I apologize for. my 
voice; I am getting over the flu—this involves money from the top 
allocation handed down from Mr. Moore’s shop to our shop, and | 
think it would be most helpful for the committee to get an analysis 
from him on this particular subject. 


REVIEW OF REDUCTION IN VA BUDGET REQUESTS 


Mr. Moore. We will have to go back a little way to get the whole 
financial picture straight. Starting i in, if you remember, with the final 
agreement of the two subcommittees and the conferees of the two 
Houses, as finally passed, the bill left out $39,117,000 of the Presi- 
dent’s request. We took and applied that percentagewise to the esti- 
mates that appeared in the President’s budget to bring this figure 
within the reach which would be comparable to our original estimate. 

Mr. Puruies. But the idea of applying that percentagewise was 
entirely your own. 

General Gray. May I interject there and say this is our conception : 
that there was no fairer way to do it than that. 

Mr. Puuxies. You did not read the report last year, I take it. I 
will read it to you. This is the report on the Independent Offices Ap- 
propriations Act for 1953 [reading]: 

Conferees have approved the full amount of the budget estimate for research, 
including work in connection with prosthetic appliances, and have further 
agreed that there should be no reduction in the number of doctors, dentists, 
nurses, and dieticians. 

Mr. Moore. If you will get that chart, it cuts research $10,000 for 
travel—not for personnel in research work but simply for travel— 
because their travel was charged to the field. That was reduced and 
partially restored; so we had to take part of the travel cut out of the 
amount for all of the departments that traveled. 

After getting this cut of $39 million, of which $9 million was for 
the first seven administrative programs » rest was for the medical 
program—coming down the list, in order to make the President’s 





se the 


kine, 


, and 


have 


ntain 


in the 


ils of 
V for 
] dis- 
licine 
[ will 
yne of 
Ss you 


rmy 
ie top 
and | 
alysis 


whole 
» final 
> two 
Presi- 
> esti- 
figure 
mate. 
> Was 


tion : 


| 
s Ap- 


search, 
urther 
ntists, 


10 for 
ivel— 
1 and 
yf the 


is for 
adical 
lent’s 


147 


budget compare with this on a percentage basis, you had to make the 
cut percentagewise. 

You are aware that the Antideficiency Act allows the Director of 
the Budget to make all apportionments and also to impound funds if 
he feels he can. Our request for apportionment of the appropriation 
indicated in August we would be at least $16 million to $18 million 
short. Those facts were presented to the Director of the Budget, and 
he said there would be no supplemental; that the apportionments as 
already made would stand, and we could not anticipate a supplemental 
in the fourth quarter, and we had to do with what we had. 

So, we started from there to try to make funds available for the 
new hospitals coming in. 

Understand, we were cut sixty-million-odd dollars in promotions. 
Congress, in its generosity, allowed certain promotions in fiscal 1952, 
but your committee made us absorb 50 percent of that, which we did. 
So, when we get to the other thing, we have these people on duty who 
must be paid. 

Mr. Tuomas. Let me get one point clear in my mind. When did 
you get that word from the Budget that you were not going to have 
any deficiency ? 

Mr. Moore. I believe in September. It was early in the fiscal year. 

Mr. Tuomas. You started that conspiracy then, General Gray; you 
really got rolling along in October to put the heat on for a deficiency, 
and you sent it out all over the country, well knowing that what you 
were doing would have all the veterans’ organizations keyed up as a 

result of your own thinking, your own well-laid plans to turn the heat 
loose on all Members on both sides of the Hill, and you allocated the 
money to suit your own purpose and to fit your conspiracy you had 
entered into to close down these beds, when you could have taken other 
funds. And you got in touch with all of the veterans? organizations ; 
you got in touch with your own veterans’ hospital managers. I ran 
into it, and I just want to bring that out. 

Mr. Moore. I hope that is not leveled at the Budget Director. 

Mr. Tuomas. I am leveling it at the man at the end of the table 
|General Gray}. 

Mr. Moore. I am trying to comply with the Antideficiency Act. 

Mr. Pumps. It is not yet clear to the chairman [Mr. Phillips] 
whether you are trying to accept the responsibility yourself or are 
trying to say that Mr. Lawton is responsible. 

“Mr. Moore. I will accept the responsibility for the allotments made 
under the apportionment. 

Mr. Purures. I presume you will eventually get around to trying 
to prove to me how you cut ‘only $1 million off all Federal hospits als 
and then told the Pennsylvania boys you had to have $729,000 for 
that one alone. 

Mr. Corron. Mr. Chairman, I do not want to tax your patience, 
but at this point in the record, may I be permitted to add to what 
Mr. Thomas has said ¢ 

Mr. Pututrs. Yes, go right ahead. 

Mr. Corron. The record should show that there was a striking 
coincidence in that these cuts to hospitals were applied just before 
the election, and the separation slips took effect on election day. In 
my district, veterans’ organizations, federated women’s clubs, and 
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many others, seemed to understand clearly that I was on the Inde 
pendent Offices Subcommittee. That is interesting because I do 1 
believe that previously they knew what the Independent Offices Con 
mittee was, or what it dealt with. I found myself running, not against 
the Democrats, which is bad enough, but against the Veterans’ Ad 
ministration. I just want to get that. into the record on the subject 
which Mr. Thomas has mentioned. 

Mr. Moore. I am trying to state my side and I am not shirking o: 
disclaiming any of the responsibility for the allotment having bee 
made. 

Mr. Tuomas. General Gray makes the allotments; you do not mak: 
them. 

Mr. Moore. General Gray is responsible for the allotments. 

Mr. Tuomas. Let us call names and facts and figures. 

Mr. Moore. All right. The allotments were made by the budget 
officer, who is responsible to the Administrator for the allotments. 


EXTENT OF REDUCTION IN FORCE 


Mr. Putiuips. Evidently the reductions were made, and they wer 
made with some disregard of the express intent of the Congress. 

Mr. Moore. Mr. Chairman, I will have to go back some. Whe 
these were made, we were asked to apportion another $32 million 
regard to promotions made 18 months before. 

Mr. Puiuirs. You could not have let some people go off the non 
hospital staffs and absorb the budget cuts ? 

Mr. Moore. We let 2,800 people go. 

Mr. Puiures. You did not miss them very much, did you Mr. 
Moore? 

Mr. Moore. Yes, sir; the Medical Department claims they did. 

Mr. Pututrs. You mean the only place you can let people go is ou! 
of the Medical Department ? 

Mr. Moore. We are apportioned by the Budget Bureau so much 
for administration and so much for medical and the question there is 
the switching of thosé apportionments. If I had $15 million up here, 
without the approval of the Bureau of the Budget, I could not apply 
5 percent down here [referring to chart]. 

Mr. Puiiies. But turning your argument around, that means you 
did not have to cut the medical to let off 2,800 people ? 

Mr. Moore. Yes, sir. 

Mr. Pumurrs. Could you not have made this reduction from pe1 
sonnel on the fringe around the medical personnel ? 

Mr. Moore. We had several thousand people being paid salaries, 
or supposed to have been, and we could not because we did not have 
the money. 

Mr. Puixips. You let off 2,800 people? 

Mr. Moore. Our intention was to use this money for new hospitals, 
and we did not have it. So, you start cutting down. We brought that 
to the attention of the Budget Bureau—I believe it was in September— 
and sent out notices in October and we had to carry these people on 
30 days’ notices up until December 1, and we paid them for 30 days. 

Mr. Putmuprs. And you had a ae forgotten in sending the 


notices out in October that there was an election in November, did you 
not ¢ 
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Mr. Moore. I am not a politician; | am very poor on that. I was 
simply acting as budget officer, and to the best of my knowledge, I was 
voing to have a deficiency and the apportionments which we had made 
for the second quarter and the third quarter were not sufficient. 

Mr. Tuomas. This entire cut of 2,800 came from medical and did 
not come from any other department / 

Mr. Moore. Yes, sir; 1 think that is right. 

Mr. Tuomas. You did not let any out of finance ¢ 

Mr. Moore. Yes, sir; we did. 

Mr. Puitsirs. How many did you let out of finance and contact 
services and how many did you let out of insurance, and so forth ¢ 

Mr. Moore. | will have to check that. 

Mr. Tuomas. And how many out of education and training and 
other programs ¢ 

Mr. Moore. We iet out 1,994. It goes down this first column |[in- 
dicating |, Mr. Phiilips. We had to reduce approximately 2,000 people 
up there. 

Mr. Jonas. What was the total you discharged or released, and then 
we will break that figure down ¢ 

Mr. Moore. 2,800. 

Mr. Jonas. Is 2,800 the total ? 

Mr. Moorr. Yes, sir, and then we had to reduce the amount we had 
set up for other purposes, because we did not have enough money. 

Mr. Puuuirs. Mr. Jonas, | do not want to interrupt you, but, Mr. 
Moore, I do not think the figures you are giving us today correspond 
with this nice book set of figures that you sent up to the committee in 
advance of this hearing. 

According to this, you let out of the general medical and surgical 
hospitals a total of 3,728. That certainly is more than 2,800 people. 

Mr. Moore. These were cuts from the President’s budget and we 
had positions there for the new hospitals. There were 2,800 bodies 
for 3,800 positions. 

Mr. Puiturps. You only let out of the insurance program and local 
contact offices, readjustment, claims service and operating expenses 
and finance administration, only 1,994? 

Mr. Moors. These are positions, you will remember—these 1,994 
jobs—which were contained in the President’s budget that we could 
not fill. Some of them were never filled and the others were dis- 
placed by the personnel already there. 

Mr. Puiturps. There really is not very much use for us to have an 
Appropriations Committee, is there / 

Mr. Moore. Well, if the Budget Bureau is going to run it for us, 
I will agree with you. 

Mr. Tuomas. Let us be fair with the Bureau of the Budget. The 
Bureau of the Budget does not any more run your business than a 
man in the moon does, and you know it. You go to the Budget and 
they go in consultation with you and they ask your guidance and 
your thinking. You really call the shots after you get Budget. 
approval, do you not ‘ 

They are not going to tell you how to spend this money here or that 
money; they give you that latitude. They will ask you for your 
reconunendation on it. That is right, is it not ? 


Mr. Moore. Yes, sir. 
. 
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Mr. Puitures. Are you saying that is a correct statement? It is not 
the Budget making the cuts. You are doing it? Is that a true 
statement ? 

Mr. Moore. Not exactly the way my friend says it. 

Mr. Tuomas. It is 99 percent correct, is it not? 

Mr. Moore. I would not go quite that far, no, sir. 

Mr. Putiiips. You can go on, because you have yourself in about 
up to your knees now. So, you go on and tell us how you came to le 
off 2,800 people out of the hospitals when the committee said you were 
not to do that, and reduced only 1,900 jobs out of all the rest of the 
program. 

Mr. Moore. I did not understand that the committee said not to let 
anyone out of the hospitals. They confined it to doctors, dentists, and 
nurses, as I recall. 

Mr. Putiures. You did not let any of them out ? 

Mr. Moore. No, sir. 

Mr. Pures. All right, we will correct that. 

Mr. Moore. But the keeping of the high-powered personnel created 
a greater drag on the lower personnel and it is difficult to balance. 
It gives Dr. Boone an unbalanced program. We cannot run a hospital 
with just doctors, dentists, and nurses. You have to have a staff to 
run the Capitol and the Senators and Congressman cannot do all the 
detailed work. We are in the same boat. 

Mr. Pures. You will work up eventually to the Philadelphia 
hospital, I take it ? 

Mr. Moore. I will not get to that for some little time. I have to 
tell quite a little story here first. 

The : apportionment which was made for the second quarter—I am 
going back to the Bureau of the Budget—we had to get down to meet 
these figures of $163 million as against $175 million actually obligated 
for this first quarter. We were allowed to carry forward balances 
and our third quarter was given us, $164.8, against that balance, leav- 
ing any unapportioned balance right now of $160 million to cover 
the fourth quarter, which will probably run $168 million. We are 
esking for $6 million in our appropriation, figuring we might get 
some balance back from the second and third quarters. 

oe Puiiiirs. What is the amount of your supplemental request / 

. Moorr. Five million dollars. That is medical alone, sir. We 
i for $6 million and it was cut to $5 million. 

Mr. Moore. IT have now $160 million to meet the fourth quarter, 
which is approximately $8 million less than we are actually going 
to need. So, figuring this as supplemental, and there. will be some 
more beds and some more outpatient treatment—and that is not a 
threat, it is a promise—because I have to comply with the laws that 
there be no deficiency and there will not be as long as I am there. I 
will not run into a deficiency operation that we cannot control. 

Going back to those figures you were talking about, Mr. Phillips, 
we had to use for outpatient dental treatment approximately $414 
million, and supply and stock about $314 million and that adds up to 
about $8 million which we had to take out of supply and outpatient 
operations to maintain our hospitals. We could make this reduction 
and also retrench to get inside this $163 million which was authorized 
and after that, the Budget consented to send up a $5 million request 
for a supplemental, w hich we are defending today. 
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I am still short, as I say, depending on the balance, of about $8 
million in the fourth quarter. I have notified Admiral Boone that 
from the balance we had available as of January 5, I believe it was, 
after taking care of new hospitals coming into operation and to save 
a little for any emergency there was about $700, 000, which is a small 
amount to take care of emergencies. We could not go ahead because 
those beds were not carried into the fourth quarter and were not 
carried into next year. I can see no advantage to taking 300 beds 
for the quarter and having to cut them out the 1st of June because 
we would not have the money to maintain them next year. 

Mr. Putiurrs. Is this for the Philadelphia Naval? 

Mr. Moore. The Philadelphia Naval Hospital. There are so many 
beds at the naval hospital’ and so many at Army. 

Mr. Puitiirs. They are not all in the navy hospital? The ones you 
are talking about ? 

Mr. Moore. No, sir, these might not be. 

Mr. Puiuips. The testimony yesterday referred only to the naval 
hospital. 

Mr. Moore. I will say that the naval hospital for Philadelphia is 
not carried in full in the third-quarter apportionment. In other 
words, it is supposed to go out on April 1. 

Mr. Puiurres. That is correct. 

Mr. Moore. In the fourth quarter, there are no funds to carry the 
Philadelphia Naval Hospital. 

Mr. Puitures. The question which I asked General Gray was if you 
had money enough to take care of these patients in the VA hospital, 
which you are just activating and which you have not been able to 
activate to the extent you expect to, why have you not used some of 
that money to continue to hire beds in the naval hospital ? 

Mr. Moore. Well, I do not quite understand your question. We are 
short in our overall picture and we have to staff that hospital and I 
have to guarantee to the admiral that he has funds to staff that 
hospital, whether he has a patient there or not. We cannot send the 
patients over to the hospital if it does not have a staff. 

Mr. Pups. That is not a strong argument, Mr. Moore. 

Mr. Moorr. Maybe it is not, but that is the truth. 

Mr. Gray. May I inter rupt there just a moment to say that my 
conception of this thing is in the allocation of funds, as Mr. Moore 
has just indicated, and as I have seen it, in connection with his 
recommendations and his balances and give decisions as to this, 
that, or the other thing in the allocation given us, but the Bureau 
of the Budget brought ‘down the necessity for a cut over the period 
of the year, incident to the allocation in the first quarter. So, we 
did not have enough money to carry on what we had, and, therefore, 
we, by virtue of not having it for the first quarter and the second 
quarter and the third quarter, and not being capable of getting it 
apportioned, we had to cut more in the second quarter than we would 
have had to, if we had been permitted to cut it gradually. 

Mr. Puiutrs. What you are saying in effect is that you do not 
have money enough to activate the VA hospit il? 

Mr. Gray. We recognize that, and if I may say so, in my approach 
to the Bureau of the Budget and to the President incident to a 
request, there was an indication that we needed $6 million for ful- 
fillment of our obligations. 
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Mr. Puiuips. Now, let us come back to the cost per bed. What does 
it cost to lease a bed in the Philadelphia Naval Hospital 

Mr. Moore. $14.25 a day this year—that is the charge for naval 
patients—and $14.75 for next year. That is not only for Philadelphia 
but for all the service hospitals. To take 200 beds through next year, 
it will cost about $1,075,000. 

Mr. Puttuips. For the whole year? 

Mr. Moore. Yes, sir. 

Mr. Puitsires. All right, now, there are 100 beds in the hospital, 
which seems to be what the Philadelphia, or the Pennsylvania repre 
sentatives say they are short, at the naval hospital that would cost yo 
for 6 months $256,500, 

Mr. Moorr. That is 100 beds. 

Mr. Puituirs. Do you want to make it 200 beds? 

Mr. Moore. I am for limiting it as of April 1 and going into om 
own hospital. 

Mr. Puituirs. The impression which Dr. Boone has apparently 
given the representatives from Pennsylvania is that you cannot staff 
it. Wewillask Dr. Boone in a moment about that. 

I am still struggling to make my figures come within reach of this 

729,000, you say you need, and I am unable to get within 50 percent 
of it. 

Mr. Moore. That is for 400 beds from February 1 to June 30. 

We have gotten so far off the track until I do not know where we 


were. 
Mr. Puituires. You were convincing the committee that you did not 
have money enough to operate the beds at the VA hospital and for that 


reason you had no money that could be used to lease beds at the naval 
hospital. 

Mr. Moore. That is what I am trying to get into. 

Mr. Puiiuirs. Your next step is to try to convince the committee, 

if you have vacant beds at hospitals in the other 47 States, why you 
told the Pennsylvania representatives you could not use any of that 
money to lease beds at the naval hospital in Philadelphia. 

Mr. Moore. I have seen no members of the Pennsylvania delega 
tion,except Dr. Fenton. I talked to him over the phone and explained 
to him that there were no funds in the 1954 budget. 

Mr. Puttuipes. Was not that statement made to the Philadelphia 
representatives ¢ 

Mr. Moore. I made that statement to Dr. Fenton over the phone. 

Mr. Patuires. Can you tell me as budget officer why you cannot 
transfer money that you expected to use to lease beds in some of the 
other States ? 

Mr. Moore. We have to operate the hospitals that we have. 

Mr. Putures. I am not talking about operating your hospitals. 
I am talking about the money that is set aside to lease beds in certain 
Federal hospitals. 

Mr. Moore. We have to use that to operate more of the hospitals 
for medical treatment or emergencies. I am authorized to shift this 
money within the medical program to meet any of those. I had to 
take $414 million out to the outpatient dental program to carry these 
hospitals through December, as well as medical supplies. I have 
taken it out of here | indicating] to put it here to keep our own hospi- 
tals operating, and to do that, we had to reduce, roughly, 2,800 people, 
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coing on the assumption—I do not think it is an assumption—we were 
told there would be no supplemental. 

Mr. Gray. In addition to that, we were also told, Mr. Chairman, in 
connection with the 1954 budget, that that picture would, more or less, 
remain the same, so that we had as it were an 18-month period before 
us which, I think, is one of the things that has caused your present 
questions and the queries here and that is the fact that we had to act 
promptly in the allocation of our funds incident to the 1953 budget. 
On that basis, by cutting down the allocation of funds in those first 
two quarters, it made it a monumental thing and then immediately, 

cause of the lack of funds incident to carrying the program as we 
the n had it and needed it through the year. It all came at one time. 

In addition to the timing element, the necessity for 30-day notices 

ecessitated another readjustment incident to making that further 
reduction because of carrying that 30-day notice and paying employees 
— you had dispensed with their services. 

Vhile I am here today, if I may, I want to very definitely say that 
the question of timing here had nothing to do whatsoever with any 
political question or anything of that ni iture. The time element was 
placed on us by the timing of the passing of the appropriation, coupled 
with the allocation of funds by the Bureau of the Budget and allot- 
ments. We had nothing in mind at all except to not go to jail 
for spending money which we did not have. 

Mr. Puitiirs. That is a very laudatory objective, except you took 
it out of the hospital funds, which we told you not to do. 

Mr. Gray. I beg to differ with you, Mr. Chairman: we took it out 
of all of the medical funds, including supplies and drugs and all items 
of expense in the medical department. 

Mr. Pru.ies. I understand that, and that was the major part of 
your cut. 

General Gray. But we likewise had definitely in mind a firm be- 
lief, which I believe is the correct one, that we should at least sup- 
ply and provide funds for the operation of our existing hospitals in 
lieu of any contract hospitals if there was not enough money to go 
around. 

NUMBER OF BEDS IN PHILADELPHIA HOSPITAL 


Mr. Puiirs. Where did you get the figure of 400 beds? Is that 
the number that is available for lease? 

General Gray. Yes, sir. 

Mr. Putrutes. I come back again to your own figures. You had 350 
heds, or expected to have last July under contract—this is, in Phila- 
dalphit -300 on January 1, and you dropped to 150, and the number 
for February was 150, and on March 1, 100, and you expect to have 
100 on Apr il 1, and that would end it. But, at the same time you are 
building up, beginning in February up to 150, 300, and month by 
month up to 488 until the 1st of July 1954. 

How do you expect to operate 488 beds if you did not have money 
enough to contract for them in taking care of the veterans before 
those beds were ready ? 

Are you saying you do have money enough to take care of 400 beds 
at the VA hospital in Philadelphia? 

Mr. Moore. If we get the supplemental. It is dependent upon the 
supplemental as to how we can operate. 
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Mr. Puinuies. If you do not get the supplemental at all, how ma 
beds will you have at the VA hospit il? 

Mr. Moore. We have at present around one-hundred-and-some-o: 
beds is about all. We would probably have to delay the opening o 
the 160 beds. 

Mr. Puituires. 160 beds at the present time? 

Dr. Boone. Yes, sir. With the money which it would take for t 
staffing of that, we would not be able to staff the new hospitals coming 
in between January 1 and June 30. 

Mr. Puiurs. What other hospitals are they ? 

Dr. Boone. We have several coming in between now and June. W, 
have one coming in at New Orleans and the next one that comes in 
Birmingham, then Durham, Syracuse, and we have three or four hos 
pitals to be operated and staffed and it takes 60 to 90 days in advance 
of opening to build up the staff and the employees for 60 to 90 days 
before the day of activation. 

Mr. Puiuirs. I am still struggling with figures I cannot make out. 
You have 160 beds and if you had no more money, you would still 
have that many beds in Philadelphia for the rest of the year. 

Now, you certainly had no intention of having beds at Philadelphia 
at any time to provide for 560 patients, did you? Therefore, where 
do you get a figure of 400 beds and $729,000 that you say you have to 
have in order to have enough beds at the naval hospital ? 

Mr. Moore. I do not believe we say that. 

Mr. Puiurs. The committee was told that your figure is $729,000 

Mr. Moorr. Apparently Mr. Linsky, the department adjutant, asked 
for 400 beds at the naval hospital in Philadelphia. We reported to 
Mr. Linsky over the phone and also gave that information to Senator 
Martin in response to Mr. Linsky’s request to put this 400 beds i 
operation, that it would require $729,000, which we did not have. We 
did not say anything about any 400 beds. 

Mr. Puiures. But you certainly added very materially to the con 
fusion, because the total amount at issue—if they needed 400 beds, 
knowing you were going to have 160, without any additional beds, 
then the most he was talking about was 240 beds, was it not? 

General Gray. Gentlemen, the beds in the VA hospital are on 
thing and that is the 160 beds we are talking about. 

Mr. Puts. I understand that. 

General Gray. We phased out the naval hospital because we did 
not have the money and, asa result, when we were asked what it would 
require to have 400 beds available at the naval hospital, we told them 
we would have to have $729,000. 

Mr. Pures. I understand all that, but I still do not understand 
and where you got a figure of 400 beds, except out of the air, because 
if you had 400 beds at the naval hospital, then you certainly would 
have had empty beds at the veterans’ hospital. 

General Gray. The 400 beds, Mr. Chairman, comes from the infor- 
mation requested of us through the congressional delegation by the 
adjutant of the American Legion i in Philadelphia. 

Mr. Pumuirs. I understand that. If I were to write you and ask 
how much would it cost to contract 600 beds at the Long Beach Naval 
Hospital would you write back and give me a figure of about $1,250,- 
000, and let me give that to the American Legion of California and 
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their commander and their adjutant and permit the Legion to go 
ahead and put pressure on Congress to get the $1,250,000, when you 
knew all the time that was more money than you actually needed ? 

General Gray. If you would write me and ask me what it would 
cost and what we would have to have in the way of appropriation, 
when we did not have the money to contract for 400 beds at any other 
than a VA hospital, we would advise you correctly as to the cost per 
bed and the number of beds that was in question. 

Mr. Pures. But you would not add a paragraph saying that the 
number of beds I was inquiring about was more than were necessary ? 


NUMBER OF ADDITIONAL BEDS NEEDED AT PHILADELPHIA 


Now, what amount of money do you have to have for the number 
of beds that will be needed—not the number Mr. Linsky wrote about 
or Senator Martin? On your own record, it seems to be a maximum 
of 400, less the number that are available at any time in the veterans’ 
hospitals, which you say is now 160. So, the most you would need to 
take care of the request of the Pennsylvania situation is $256,000, and 
where are you going to get that money ? 

General Gray. The total appropriation is now about $7 million—— 

Mr. Putuuies. I understand that. What I am trying to get straight- 
ened out is, these people are excited at Philadelphia over a figure of 
$729,000 that you gave them, which was very obviously fictitious in 
the sense that that is not what they needed and only what they asked ? 
If they had asked what 500 beds would have cost, you would have 
given them that figure, but you would not have told them they did not 
need 500? 

General Gray. This question, though, is another thing. 

Mr. Puttties. The first thing I want you to say on the record is 
that the figure of $729,000 represents only an answer to a request from 
Senator Martin on the cost of 400 beds and did not represent any 
indication from you that that was the amount of money necessary ip 
Philadelphia to take care of the situation. 

General Gray. The answer would be “Yes.” 

I will make this statement, Mr. Chairman, to you. 

Mr. Putuies. The answer has already been given. 

General Gray. Very well, then, if you do not wish to hear my 
statement. 

Mr. Puiurpes. I would be very glad to hear your statement, but 
I do not like this business of stirring up people with figures that are 
inaccurate. 

General Gray. My only desire, Mr. Chairman, and members of the 
committee, is to be factual. 

Mr. Puiiures. That will be helpful. 

General Gray. And, secondly, I wish to indicate to you the reasons 
behind our actions. 


STATEMENT OF GENERAL HOSPITAL SITUATION 


The whole situation with respect to hospitalization is acute, with 
but few exceptions. There is a waiting list at every hospital. There 
is another factor that enters into this situation that is very practical 
and that is that there is not a single veteran, or his dependents, who 





want to go to other than a hospital in his own home town. Tot 
end, then, the question of the allocation of the medical load coming 
out of the Philadelphia area is definitely one of talking abo 
Philadelphia. 

In talking about other hospitals in a reasonable vicinity, we ha 
a general hospital at East Orange, N. J., not many miles away, | 
the serviceman, with all candor, does not want to travel to anothe: 
hospital. To that end and that extent, these people talking to yo 
and talking to us are talking about a situation with respect to P : 
adelphia, per se, and to that end and that extent the question of 
need for hospital funds in Philadelphia is dependent upon the sit 
tion at Philadelphia. 

Mr. Tuomas. May I interrupt a minute? You have brought out, 
Mr. Chairman, very clearly, and I think Mr. Moore laid it exactly o1 
the line tous. You have a need there at Philadelphia and you cou 
have met that need for between $250,000 and $260,000, and lithers 
Gray has not shown the slightest indication to meet that situatio. 
He gave them a bunch of figures and said, “If you will get this $729,000, 
and if you want 400 beds, why, here it is.” 


BOOZ, ALLEN, AND HAMILTON REPORT ON VA 


He has 1 not shown the slightest indication at any time to reduc 
that money, but has followed out that conspiracy that he has form 
lated and circulated all over the country to put the heat on the ¢ 
gress. He did not go out here and let off contract employees and \ | 
other “frans and frills” where he could have picked up that $156,00' 


No, he goes out here and pays Booz $600,000 for making a survey 
r he had listened to this committee, he could have saved that $600,000. 

I do not know where he got the $600,000. He did not get it out of 
the committee. 

There is $600,000 that he threw away and with that $600,000 
could have taken care of Philadelphia, and maybe two or three othe: 
cities and then had two or three hundred thousand dollars left. 

General Gray. That $600,000 was the year previous and had no 
connection with the present fiscal appropriation. 

Mr. Tuomas. You still did not ask this committee for permission 
to spend that $600,000. It was an unauthorized expenditure and this 
committee did not authorize it. You did not justify it and you never 
did advise this committee you were going to spend it. 

Mr. Puitires. I suspect, Mr. Thomas, that that money is spent. 
although I concur in your feeling on the subject. 

General Gray. M: ay, I make one statement about that, Mr. Thomas?! 

Mr. Puiuirs. Yes, General. 

General Gray. It has been my conception of organization that a 
man took orders from his superior officer, and I was ordered by com 
petent authority to cause that survey to be made and I was told wher 
the funds were to be made available for the payment of the fee incident 
thereto. 

Mr. Puttuirs. General, were you pretty well satisfied with that 
survey ¢ 

General Gray. Mr. Chairman, it is available and a summary of my 
analysis has been sent to each of you in connection with that survey. 

Mr. Puirirs. T have a copy. 
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General Gray. I think that survey and reorganization pamphlet 
which I issued is self-explanatory. 

Mr. Putiurres. You could not answer my question “yes” or “no,” 
could you ¢ 

General Gray. If you say could I agree to the entire survey, I could 
say “No.” If I had been asked, “Do you consider such a survey neces- 
sary 2” I would have said “No,” Na I wasn’t. 

Mr. Pumurrs. Thank you, sir; I think that clears up that point. 

Now, back to Philadelphia: 

Mr. Moore. Could I get back to this letter again on the 400 beds? 

Mr. Pumures. I think you have gotten that pretty well straightened 
out. 

Mr. Moore. There is one paragraph which I would like to quote, and 
this is from General Gray to Senator Martin. 

While this information answers the specific question raised by Mr. Linsky, 
I wish to inform you there is no provision for operating these 400 beds in either 
current year reduced funds, the pending 1953 supplemental, or the 1954 budget 
estimate. 

There is one other thing that evidently was not very clear to Mr. 
Linsky. Funds were appropriated for 2,018 beds for contract hospitals. 


RECOMMENDATION FOR PHILADELPHIA 


a Pures. What are you going to do about Philadelphia / 

You have not said anything about the number of veterans that are 
on their lists or on their waiting lists who are, or are not, service 
connected, or the type of cases. 

I think what this committee wants to know is, What do you think we 
ought to do about Philadelphia ¢ 

General Gray. May I ask Admiral Boone to indicate our situation 
on that? He can express it exactly. 

Mr. Putiuirs. All right, Admiral Boone. 

Dr. Boonr. Mr. Congressman, there is a waiting list in Pennsyl- 
vania of 1,601 patients. 

Mr. Puinures. That is the whole State ? 

Dr. Boonr. Yes, sir. By the way, may I make a correction which 
I think _ would like for the record? We have no agreement to use 
TB or NP beds in our allocation of beds at the Philadelphia Naval 
Hospital. 

Mr. Puitures. That was our understanding. 

Dr. Boonr. We have now, I think, 161 in the Philadelphia Naval 
Hospital. I believe Dr. Arnett could give some additional specific 
information on that. 

Dr. Arnetr. As of this morning, we have 129 in the VA hospital. 

Mr. Puituips. Will you give that figure again’ You have how 
many beds operating ¢ 

Dr. Arnerr. We have 190 operating in the VA hospital. We just 
opened a new ward this morning. 

Mr. Puituires. That is in Philadelphia? 

Dr. Arner. Yes, sir; we have 161 patients at the naval hospital 
and we have 331 in contract, non-Federal. 

Mr. Putiures. How many are on the waiting list ? 

Dr. Arnetr. We have no waiting list. 
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Mr. Puitties. You have at all these other hospitals, such as Wilk: 
Barre, Wilmington, Richmond, Middleburg, Fort Howard, 
Dayton. 

Dr. Arnetr. Yes, sir; and I can give you the waiting list of those 
hospitals as of the 29th of January. I am only speaking of ge neral, 
medical, and surgical cases, because there are no neuropsyc shia atri 
TB patients involved. 


WAITING LIST FOR HOSPITALIZATION 


Mr. Corron. Are those service connected or nonservice connected 
Is every service-connected case in a hospital ? 

Dr. Arnetr. Every service-connected man, G. M. and S., is in a 
hospital as of this date, if he wants to be hospitalized. This 331 cor 
tract, non-Federal beds that we are operating are all service-connected, 

Mr. Puiures. Are they all in the naval hospital ? 

Dr. Arnerr. No, sir. We have 161 patients in the naval hospital 
and at the VA hospital, 190 beds with 129 patients. 

As of the 29th of January, Wilkes-Barre has a waiting list of 53; 
Lebanon, 110; Wilmington, 169; East Orange, 150, and Baltimore has 
none. 

Mr. Putiures. Baltimore is for TB? 

Dr. Arnetr. Yes, sir; but 1 am referring to Fort Howard VA Hos- 
pital. Since these figures came out, we have reduced the 128 at Wil- 
mington by transferring them further south. 

Mr. Corron. These lists of the other hospitals other than Phila- 
delphia—are those cases nonservice connected ¢ 

Dr. Arnett. Yes, sir. 

Mr. Pures. Every figure you have given us is non-service- 
connected ¢ 

Dr. Arnerr. Yes sir. 

Mr. Anprews. May I ask a question? Do you have any waiting 
lists for service-connec ted cases for disability anywhere, 

Dr. Arnetr. Yes, sir; for NP, I think we run about 9. 

Dr. Boonr. Dr. Arnett is talking about Pennsylvania. 

Mr. Anprews. I am talking about all over the United States. 

Dr. Arnett. I only have one of six areas; I cannot give you that 
figure. 

Mr. Anprews. Admiral, can you answer that question ¢ 

Dr. Boonr. I have those figures. 

Mr. Puitures. In your area, there are none? 

Dr. Arnerr. None. 

Dr. Boonz. Mr. Congressman, the total waiting list of all service- 
and non-service-connected at December 31, 1952, was 21,496. The non- 
service-connected of that figure is 21, 426. There are only 70 total 
service-connected who are awaiting admission after having signified 
their intention of entering a particular hospital. We make a point 
to always take care of the service-connected expeditiously. 

Mr. Anvrews. In the entire United States, you have a waiting 
of how many? 

Dr. Boone. 70. 

Mr. Anprews. In the entire United States you have a waiting 
of 70 service-connected cases? 

Dr. Boone. Yes, sir. 
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Mr. Anprews. Just 
Dr. Boonr. Yes, sir. 
General Gray. May I make a statement? 


BREAKDOWN OF STATUS OF VETERANS HOSPITALIZED FOR NON-SERVICE- 
CONNECTED DISABILITIES 


Mr. Pures. Let us make this clear now as to what constitutes 
service connection. 

Dr. Boone. I think that would be easy to do. 

Mr. Puiiures. You are not including TB and NP cases? 

Dr. Boone. No, sir. 

Mr. Puitxies. But you are including cases that involved, perhaps, 
heart cases or diseases of that kind, in which there is a reasonable 
doubt one way or the other, Now, suppose you have people who come 
into the hospital and are marked as non-service-connected and then 
after you have had time to go over their record, you finally discover 
they are service-connected, but you cannot go back and correct this 
record that you hold in your hand. 

Suppose you say that out of this 21 percent you were to allow : 
reasonable doubt on the basis of experience, what change would you 
make in those figures ? 

Admiral Boonr. Mr. Congressman, I think it would be very in- 
formative to this committee, since we are on this vital subject of non- 
service-connected, to give you an analysis in answer to just the ques- 
tion you asked because there is much misinformation on what consti- 

utes non-service-connected. 

" Sixty-five percent of our patient load is non-service-connected, and 
here is a breakdown of it. 

Eleven percent had service-connected disabilities; hospitalized for 
treatment of other disabilities which had apparently not directly af- 
fected their service-connected disabilities. 

Twenty-five percent of the sixty-five percent were permanently and 
totally disabled and were receiving VA pensions for such disabilities; 
hospitalized for treatment of permanent and total disabilities and/or 
other disabilities. 

Kight percent of the sixty-five percent had no service-connected 
disabilities and had filed no claim for compensation or pension; 
hospitalized for treatment of non-service-connected tuberculosis or 
psyc ‘hosis. 

Three percent of the sixty-five percent had no service-connected 
disabilities and had filed no claim for compensation or pension; 
hospitalized for treatment of other long-term disabilities requiring 
hospital care for more than 90 days. 

Two percent of the sixty-five percent were cases where disabilities 
were not yet adjudicated but had filed claim for compensation for 
service-connected disabilities. 

Four percent of the sixty-five percent, disabilities not yet adjudi- 
cated but had filed claim for pension for permanent and _ total 
disabilities. 

One percent are nonveterans, United States Armed Forces person- 
nel, humanitarian cases, and so forth. 

29310—53——11 
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Ten percent of the sixty-five percent had no service-conn 
disabilities and had filed no claim for compensation or pensi 
hospitalized for treatment of general medical and surgical disabi 
requiring hospital care for less than 90 days. 

One percent of the sixty-five percent, status not determined. 

In other words, of the 65 percent about 11 percent had entitleny 
during that period. 

I would like to ask your permission to put in the record if you see 
fit to a very excellent article that has just come out in the American 
Legion of February, an article by the national commander which 
absolutely factual. 

In there the statement is made that “46 percent of all patients had 
been hospitalized for 2 years or more.” 

Now, nonservice connected or not, mighty few people can afford a 
hospitalization for over 2 years in this Nation of ours. 

In the article they break it down to 14.4 percent unaccounted fo 
in the nonservice connected, but in that number unaccounted for, | 
would like to read this: 


1S 


1. Veterans who were service connected but were not rated “service connected” 
by the VA. It is not true, as is so often carelessly reported, that every veteran 
who is not rated “service connected” is being treated for disabilities that have 
no connection with war service. Those who make this interpretation of VA 
figures deceive themselves because they don’t understand the VA classification 
system. “Service connected” as it applies to patients is a technical phrase which 
means that the VA has officially ruled that the patient has a war-connected 
disability, and that he is hospitalized as a service-connected veteran. 

VA has patients who are service connected, but are not so rated because an 
official determination has not yet been made. 

We now have Korean combat casualties in VA hospitals who are not rated 
“service connected,’ but who are supposed to “have no rightful entitlement to 
this service,” by critics who do not, or pretend not to, understand what 
“service connected” means. 

Mr. Puiturrs. Do you mean that a man who has been wounded 
in combat in Korea, because this has not been declared a war, is not 
considered service connected ? 

Admiral Boonr. Not until a determination is made. 

Mr. Puitiirs. You do not list them as service connected ? 

Admiral Boone. No, sir; until the facts have been determined. 

2. The 14.4 percent also included veterans who had been ordered into hospitals 
by the VA, so that VA could make its own check of medical evidence that the 
veteran had offered in support of a claim. 


Again, this 14.4 percent, which is the residue 


included persons who were not even veterans, but who had been admitted because 
the VA offered the nearest or the only medical care in a life-or-death crisis. 

Mr. Puinuies. Let us clear up one point. You said in connection 
with the Korean veterans, “until the facts have been determined.” 

Admiral Boone. Yes, sir. 

Mr. Puitires. Do you mean until the facts were determined as to 
how he got wounded, or until it is determined whether or not this 
isa war? 

Admiral Boone. The nature and cause of the disability. Not only 
are we taking these people into hospitals, but we are taking them 
into clinics on prima facie evidence because our clinics only take care 
of service-connected cases. We give the benefit of the doubt to the 
Korean veteran, and we are treating him until it is determined what 
the facts are. 
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Mr. Puitiirs. Can you boil that down, Doctor, into a general state- 
ent that a certain percentage without question are non-service-con- 
nected, and that the balance or another percentage are doubtful cases 

hich would have to be further determined ¢ 

Admiral Boonr. You see, Mr. Congressman, we have 35 percent 
service connected and 65 percent nonservice connec ted. The Ameri- 
can Legion says 14 percent and I say approximately 8 to 10 percent 
of the 65 pe rcent in our hospitals would be debatable cases subject to 
adjustment. ; 

Mr. Pumutps. Leaving a certain figure of 50 percent in anybody's 
alculations not service connected / 

\dmiral Boone. That is right. 

Mr. Prituirs. Mr. Andrews, has your question been answered 4 

Mr. ANpREws. Yes, sir. 

Admiral Boone. May I say in this connection, too, that the Bureau 
of the Budget chart of expenditures for last year, and it is this [in- 
di icating |—I mention this because the VA medical and hospital pro- 
gram, Which is reputed to be the biggest in the world, shows that it 
costs less than 1 cent of the appropr iated dollar. 

Mr. Prowurs. Of what appropriated dollar?’ Do you mean the 
total / 

Admiral Boone. The total Federal appropriation. Would you like 
to see What sums of money we are talking about’ I do not know the 
exact figure but—— 

Mr. Pitiirs (interposing). That is a very important point, but 
we cannot decide it this morning. 

Mr. Corron. Referring to those final summaries, you gave per- 
centages, Doctor ¢ 

Admiral Boone. Yes, sir. 

Mr. Corron. Do they refer to all veterans under treatment, includ- 

g both general medical and surgical cases, neuropsychiatric, and 
tubercular cases ¢ 

Admiral Boone. Yes, sir; all cases. 

General Gray. That is the medical load. 

Admiral Boonr. As you gentlemen know our patients are getting 
older. The average Spanish-. American War veteran is 76 years old. 
The average for the veterans of World War I is 60, and we are getting 
into age zones of large patient loads including the chronics. That 
load is getting bigger and, of course, our biggest load is in the NP’s 
and these become ‘indigent after 90 days. 

Mr. Puiuurps. You are not suggesting that we go into socialized 
medicine through the Veterans’ Administration, are you 

Admiral Boone. No, sir; but I want to make sure that the veteran 
as well as anybody else who is sick is properly taken care of. 

Mr. Puuures. Thank you, Dr. Boone. 


\V 


RECOMMENDATION FOR PHILADELPHIA SITUATION 


Now, coming back to the Philadelphia hospital, I think the one 
remaining question which this boils down to is simply what ought to 
be done in Philadelphia, if anything, and how it ought to be done. 

Mr. Jonas. If I understand you correctly, in the Philadelphia area 
all of the service-connected cases are taken care of? 

Dr. Arnett. That is correct. 
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Mr. Putts. Now, do you gentlemen want to say here today w 
in your opinion, should be done in the Philadelphia situation 2 

General Gray. Mr. Chairman, it is our thought with the arrange. 
ments we had in connection with hospitalizing people in that dense ly 
populated area, with a large number of those in the Philadelphia area, 
that it would be advantageous for us in the proper care of our patients 
if we had an allocation of money incident to caring for not less than 

250 beds in the hospital of the Navy in Philadelphia. That hospital 
in reality, as history will show, was built and intended to be operated 
for the benefit of both, and it is, as far as we are concerned, from a cost 
standpoint, a very advantageous place with excellent service. 

Mr. Puruurrs. You underst: ind, General, that no request for addi- 
tional money has come from you or from the Bureau of the Budget. 

General Gray. We intended in this supplemental to care for tha 
sir. 

Mr. Corron. You mean that this is included in your supplemental? 

General Gray. It was contemplated with the supplemental in the 
timing and planning last fall. We did not get the authority or the 
green light on the question of the supplemental until the latter part 
of December. 

Mr. Corron. Yes; but does this supplemental which is now before 
us include money for 250 beds? 

General Gray. No, sir; that was denied us. So, as it stands today, 
there are no funds contemplated for the utilization of the naval hos 
pital at Philadelphia. 

Admiral Boone. I think the committee ought to know that not only 
at Philadelphia do we have this in-patient-care provision which we 
have had since the Philadelphia hospital was built, but we have had 
a very excellent out-patient clinic which the Philadelphia Naval Hos- 
pital has maintained for us at a very, very cheap cost. For instance, 
examination of a patient, $1.07; treatments, 17 cents: and prescrip 
tions, 50 cents. If we have no in-patient care in Philadelphia, the 
Surgeon General of the Navy has informed me that then he cannot 
maintain the out-patient clinic there as it is in connection with the 
in-patient care. Both of them are assets to us. 

I would like to say this: That I was informed by the Hospital 
Section of the Bureau of the Budget that we must discontinue using 
Federal hospitals, and that was their program. 

Mr. Paiures. Why do they want that, General? Is it more expen- 
sive to pay for a bed in a naval hospital than it is to operate one 
yourself ? 

General Gray. May I say something off the record ? 

(Discussion off the record.) 

Mr. Tuomas. Taking the admiral’s figures, 52 to 55 percent of all 
cases in the hospitals that are being treated are nonservice connected. 
That has nothing to do with indigency or anything else. 

Mr. Puutxires. Of the 100 percent of veterans hospitalized how many 
of those people, in simple language, have no servicé connection nor 
entitlement ? 

Admiral Boonr. If we have 65 percent, as our figures show, non- 
service-connected, and my contention is that 8 to 10 “percent may not 
have entitlement for one reason or another, it would leave 52 to 55 
percent that would have entitlement, in my opinion, and 8 to 10 per- 
cent would be in the doubtful, questionable zone. 
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Mr. Tuomas. Lay is right on the line like Mr. Phillips is asking 
you to do. He wants your opinion as to whether out of the total 
patient load in the Veterans’ Administration hospitals the largest part 
of them is non-service-connected. You can put that in there in four 
simple sentences. ; 

Mr. Puiiutrs. We will go back to the question of those that are non- 
service-connected or do not have entitlement. How many are there 
that have neither service connection nor entitlement ? 

Admiral Boone. Eight to ten percent. 

Mr. Puuuies. This word “entitlement” seems to me to be debatable. 
You say a man is entitled to it because he is old, because he is 65 years 
of age, or because he is a veteran and has had a serious or sudden ac- 
cident. 

Admiral Boonr. No; I did not mean to imply that. There is the 
sroup awaiting adjudication of their claims whether service-con- 
nected or non-service-connected, and that is included in the group 
totaling 52 to 55 percent. 


DEFINITION OF ENTITLEMENT 


Mr. Anprews. What do you mean by “entitlement”? Do you mean 
by that that a man is drawing some form of compensation from the 
Veterans’ Administration for disability ? 

Admiral Boone. If I could go back to these five classifications they 
have one or the other forms of entitlement there—— 

Mr. Anprews. My question is what do you mean by “entitlement” ? 
Do you mean a man who is drawing some compensation from the 


Government ? 

Admiral Boonr. Yes; or otherwise entitled under the law. 

Mr. Anprews. Either due to old age, lack of income, or physical 
disability ? 

Admiral Boone. If he has psychosis or tuberculosis he has entitle- 
ment, and if he is waiting for adjudication of a claim he has entitle- 
ment. 

Mr. Anprews. But the veteran who is not drawing compensation 
has not what you call an entitlement ? 

Admiral Boonr. Service-connected 

Mr. Puiurres (interposing): No; we are not talking about serv- 
ice-connected, Doctor. 

Mr. ANnprews. I want to understand what you mean by “entitle- 
ment.” 

Mr. Puiiurrs. If a veteran gets nothing from the Veterans’ Admin- 
istration how would he acquire entitlement to hospitalization ¢ 

Admiral Boonr. It is my understanding that he acquires entitle- 
ment under the law and it is this group, if I could just read it. 

Mr. Pamiuips. You have already read that once? 

Admiral Boone. Yes. 

Mr. Putiures. We passed a law saying that a veteran who was 60 
years of age and was indigent was entitled to hospitalization; did 
we not? 

Mr. Tuomas. No; to a pension. 

Mr. Putiures. Yes; to a pension. Do you mean to say that entitles 
him to hospitalization ? 
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Admiral Boone. If a veteran has reached 60 years of age—— 

Mr. Pures. And is indigent? 

Admiral Boone. Sixty years. I might ask advice here from the 
Administrator. 

Mr. Putuuips. Does that entitle him to anything just because he js 
60 years of age and an indigent veteran? 

General Gray. May I discuss this matter with you off the record’ 

Mr. Puiuuires. The important thing here is to correct the record 
which we have just been making, which is contr ary to previous state- 
ments, probably due to misunderstanding but, nevertheless, they were 
made. What we want to know is how these people you call “entitled,” 
which apparently represent 50 percent of your veterans load, who 
are not service-connected are entitled to hospitalization. You say 
they are entitled to care in the Veterans’ hospitals, and we want to 
know how they acquired that entitlement. Can you answer that? 

General Gray. May I discuss briefly with you something off th: 
record, and then make a direct statement ? 

Mr. Pues. Yes, if your direct statement is going to answer m) 
question. 

General Gray. It will. 

(Discussion off the record.) 

Mr, Puitures. Put that on the record. 

General Gray. Yes, I will, I will put it on. 

Mr. Putires. The question is according to the testimony this morn 
ing, about 50 percent of the veterans in your hospitals are not service- 
connected, but have what you referred to as entitlement. We would 
like to know your definition of entitlement; how a veteran acquires 
that right or privilege. 

General Gray. We are operating under this policy and understand 
ing of the law, first that the Congress has directed the Veterans’ Ad- 
ministration to give full and complete hospitalization to all service- 
connected cases, and that if there is a bed available, and if the veteran 
will sign a certificate that he cannot afford complete hospitalization 
that we shall give him hospitalization in the same degree as the type 
of medical service that we render. 

Mr. Purtuips. If a bed is available? 

General Gray. If a bed is available, and in view of the fact as we 
have testified, that the straight strictly called service-comnected cases 
amount to about 35 percent of the cases, there are then 65 percent of 
the beds incident to being available if and when and on the basis of 
that we accept on waiting lists veterans who will sign that certificate. 
and who are not so-called service-connected cases. 

Mr. Corron. So that the percentage of veterans in the hospitals 
that we say clearly under the law must be cared for is about 35 per- 
cent ? 

General Gray. Right. 

Mr. Corron. And those are all being cared for? 

General Gray. 100 percent. 

Mr. Corron, And there is a group out of the other 65 percent of 8 
or 10 or some percentage that subsequent proof, in your opinion, might 
establish as coming in the same category as the 35 percent? 

General Gray. Not only can but will. 
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Mr. Corron. But the rest of them are that group of veterans that 
according to rules the Congress laid down, should be cared for insofar 
as you had extra space / 

General Gray. And if they would sign this certificate that they 
could not afford hospitalization. 

Mr. Anprews. General, when was that policy established by the 
Congress, namely, to afford hospitalization where beds are available 
for veterans suffering from non-service-connected disabilities ¢ 

General Gray. When was it established ? 

Mr. ANDrEws. Yes, sir. 

General Gray. I cannot answer that question, Mr. Congressman, 
but it was prior to December 31, 1947 when I came here. 

Mr. ANprews. Asa matter of fact, was it not in 1935 / 

General Gray. I will give you the exact reference. 

Mr. Anprews. I wish > you would supply that for the record. 

General Gray. I shall be happy to. 

(The matter referred to is as follows :) 

Act of March 20, 1933 (Public, No. 2, 73d Cong.), as amended by the act of 
June 16, 1933 (Public, No, 78, 73d Cong.), and the act of March 28, 1934 (Public, 
No. 141, 73d Cong.) (88 U. 8S. C. 706), as amended by Public, No. 312, 74th 
Congress, August 23, 1935. 

Mr. ANprew. And also put in the record at that point the number 
of veterans that we had in this country at that time and the average 
age of the veterans at that time, and then put in the number of veterans 
that we have at some recent date. 

General Gray. I can give you the exact number of veterans we 
have today. 

(The matter referred to appears at a later point in the record.) 

Mr. Anprews. I also would like to have you put in the record at 
this point the number of hospital beds that were used by the Veterans’ 
Administration in 1935. 

General Gray. Or at the date of that action of the Congress, what- 
ever it is. 

Mr. Anprews. And the number of beds we have today. 

General Gray. Yes, sir. 

(The matter referred to is as follows:) 


Comparison of selected hospital data, Aug. 31, 1935—Nov. 30, 1952 


Operating beds 


Date and type of hospital Anipeaeen 


O. P. and 
N 


TB Psychiatrie 


Aug. 31, 1935: 
All hospitals 44, 806 , 256 3, 142 20, 776 


IB hospitals 5, 997 a9 ; , 278 1 
NP hospitals 20, 613 19, 927 
G. M. and 8. hospitals 18, 196 17.3: 848 
v. 30, 1952: bated 

All hospitals 20, 17: , 3, 873 45, 698 


TB hospitals. - 9, 8, 50: 55, 5S 8 
NP hospitals . 52, 87! 51, 07 2, 145 41,974 
G. M. and 8. hospitals 57, 58 , 83: 5,1: 3, 716 
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Comparison of selected hospital data, Aug. 31, 1935—Nov. 30, 1952—Conti 
PATIENTS REMAINING 


Service-connected Non-service-connected 
D ¢ . Total . -” 7 ' F _ — . r - ” r - , — 7 TTT . 
ate and type of : 
hospital slo Psy- | O. P.| G.M.| Psy- | 0. P 
— TB | chiat-| and £ Total TB | chiat-| and 
ric | N. Ss. | | |} rie | N 


Aug. 31, 1935 | j 
All hospitals_| 39, 762 , 465 | 1,099 | 9,133 25 976 | 28,297 | 3,792 i, 394 
TB hospitals , 835 , O15 842 | 0 1 3, 82 2, 568 1 | 
NP hospitals 20, 685 9, 186 3 | 9,064 62 57 , 496 4 |10, 692 
G. M. and 8 | | | | 
hospitals , 24% , 264 25 69 2 759 2,978 | 1,220 | 701 
Nov. 30, 1952: ith ney 
Allhospitals_| 96,942 | 34, 03 , 486 |23, 256 | 1,588 | 4,704 | 62,908 | 8, 906 20, 732 
TB hospitals 7, 75S 2, ) 1) Q) | (q (‘) (1) 
NP hospitals 3 | 24,155 l ). 1 Mel ) 24,108 | (1) (1) 
G. M. and 8 | | 
hospitals 


1 Not available. 





| 


| 

Percent 
Ste 
| Number of| Percent | een : 

beds per | occupancy | ~~)" 

1,000 lof ope rating) 
| veterans beds 
| 
i 
| 


Date and type of hospital | Number of | Veteran 


hospitals | population beit 


treated 
| servic 
connected 
| disabilit 
Aug. 31, 1935: 
All hospitals_.- 





TB hospitals _-_- 
NP hospitals 
G. M. and 8. hospitals 


Nov. 30, 1952: 
All hospitals 


TB hospitals__- 
NP hospitals 
G. M. and 8. hospitals 


1 The average age of the veteran population was 39 at the end of fiseal year 1935. 
HOSPITALIZATION OF SERVICE-CONNECTED CASES 


Mr. Anprews. I want to get this question in the record at this point, 
although it has been answered previously. Of all the service-con- 
nected disability cases in the United States as of today there are only 
70 on the waiting lists; is that right? 

General Gray. Yes, sir; that is right. 

Mr. AnprEws. Service-connected ¢ 

General Gray. And in many instances, Mr. Congressman, when I 
have asked the question of hospital managers or medical directors as 
to whether there are any service-connected cases waiting hospitaliza- 
tion, I have found that the bed is available, the man has been ordered 
in, and he is delaying his own departure for the hospital. 

Mr. Anprews. Now I want to ask one further question. As a 


matter of fact, do you not keep in reserve beds at all hospitals for 
service-connected cases ? 
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General Gray. We are so organized that we are prepared to accept 
service-connected cases upon necessity and upon application. 

Mr. Anprews. There is no waiting / 

(reneral Gray. No, sir. 

Mr. Anprews. That is good. I think that is all, Mr. Chairman. 

Mr. Jonas. I would like to ask one other question off the record. 

(Discussion off the record.) 

Mr. Putts. General Gray, since that was not on the record, we 
will just make a note of the fact that General Gray in his testimony 
off the record said he would furnish the committee with a complete 
chart of the hospital situation and what it would be under certain 
other conditions. You will understand what the chart is. 

General Gray. Surely. 

(The chart referred to was supplied to the committee.) 

Mr. Puiuures. Thank you very much, gentlemen. 


Tuourspay, Fresruary 5, 1953. 
VETERANS’ ADMINISTRATION 
WITNESSES 


GEN. CARL R. GRAY, JR., ADMINISTRATOR OF VETERANS’ AFFAIRS 

S. M. MOORE, JR., DIRECTOR, BUDGET SERVICE 

J. D. BAKER, ASSISTANT DIRECTOR, BUDGET SERVICE 

U. E. WELLS, CHIEF, BUDGET ESTIMATES DIVISION 

G. H. BIRDSALL, ASSISTANT ADMINISTRATOR FOR LEGISLATION 

J. G. CORBITT, DIRECTOR, FOREIGN RELATIONS SERVICE 

G. A. KRAMER, LIAISON OFFICER, FOREIGN RELATIONS SERVICE 

Cc. L. CURTISS, ASSISTANT ADMINISTRATOR FOR eae AND 
ADMINISTRATIVE SERVICES 

F. W. KELSEY, ASSISTANT ADMINISTRATOR FOR FINANCE 

W. HOWARD, ASSISTANT ADMINISTRATOR FOR CLAIMS 

C. G. BECK, ASSISTANT ADMINISTRATOR FOR INSURANCE 

E. 0. GARDNER, GENERAL ASSISTANT FOR INSURANCE 

S. H. COILE, ASSISTANT ADMINISTRATOR, VOCATIONAL REHABILI- 
TATION AND EDUCATION 

A. H. MONK, EXECUTIVE ASSISTANT FOR VOCATIONAL REHABILI- 
TATION AND EDUCATION 

VICE ADM. J. T. BOONE, CHIEF MEDICAL DIRECTOR 

A. F. BIGELOW, CHIEF, PROGRAM ANALYSIS STAFF, MEDICAL 
SERVICE 


J. M. FARRIS, CHIEF, BUDGET AND PLANNING DIVISION, MEDICAL 
SERVICE 


Mr. Putiires. We have this afternoon the continued hearings on 
the part of the Veterans’ Administration. The committee has be- 
fore it General Gray, the Administrator; Mr. Moore, Budget Direc- 
tor; Mr. Baker, Assistant Director, Budget Service ; Mr. Wells, C hief, 
Budget Estimates Division; Mr. Birdsall, Assistant Administrator 
for Legislation ; Mr. Corbitt, Director, Foreign Relations Service; 
Mr. Kramer, liaison officer, Foreign Relations Service; Mr. Curtiss, 
Assistant Administrator for Contact and Administrative Services; 
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Mr. Kelsey, Assistant Administrator for Finance; Mr. Howard, As 
sistant Administrator for Claims; Mr. Beck, Assistant Administ 
tor for Insurance: Mr. Coile, Assistant Administrator, Vocational Re 
habilitation and Education: Mr. Monk, executive assistant for Voca 
tional Rehabilitation and Edueation; Vice Admiral Boone, C 
Medical Director; Mr. Bigelow, Chief, Program Analysis Staff; 

Mr. Farris, Chief, Budget and Planning Division. 

We have before us a request for a supplemental appropriation wh 
appears in Document No. 62 of the 83d Congress under date of Jan- 
uary 10, the total for the Veterans’ Administration being $467,875,5 

General Gray, who will speak for the Veterans’ Administration / 


GENERAL STATEMENT 


General Gray. Mr. Chairman, I should desire, if it please you, | 
read a preliminary statement which I have here. 

Mr. Puiures. Very well. 

General Gray. Mr. Chairman and gentlemen of the committee, we 
are appearing before you today to explain the need for a supple- 
mental appropriation totaling $384,161,500. This total is $83,714,000 
less than the amount requested of you on January 10, 1953 

The supplemental appropriation estimates transmitted to you under 
the above date for the fiscal year 1953 were computed on the assump- 
tion that certain percentages of Korean veterans would avail them- 
selves of the educational benefits provided by Public Law 550 as 
guided by experience gained from World War II veterans under pre- 
vious legislation. Experience through December 31, 1952, indicates 
that veterans have not enrolled as promptly in courses as was antici- 
pated. Consequently, the enrollments have not as yet equaled the an- 
ticipated number. Wherein the estimate to you on January 10, 1953, 
was predicated on a monthly average of 185,000 veterans in training 
under Public Law 550 for fiscal year 1953, it is now estimated that the 
monthly average will reach only 121,000. 

The following table affords a comparison of the requested supple- 
mental submitted to you on January 10, 1953, with the current esti- 
mated supplemental and the reductions made in accordance with the 


estimated reduction in the number of veterans to be in training under 
Public Law 550. 


| 


Supplement: al ene 
sti > as | nts 
— Sgt plemental as supplemental 


‘ now before 
1953 of i 28, | Congress 
9! 


Reduction to 


Administration, medical, hospital, and domiciliary services_...| $18,960,000 | $15, 886, 000 —$3, 074, 000 
Compensation and pensions i ; 237, 573, 000 237, 573, 000 |.__.._- 
Readjustment benefits Pe in : 206, 058, 000 125, 418, 000 —80, 640, 000 
Veterans’ miscellaneous benefits A ‘ 1, 361, 000 1, 341, 000 | 


Servicemen’s indemnity ae oeeht 2, 500, 000 2, 500, 000 |. sad 
Grants to the Republic of the Philippines , ore al 1, 423, 500 | 1, 423, 500 


Total pi mw ein | 467, 875, 500 | 384, 161, 500 by —83, 714, 000 
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Che additional amounts required in the appropriations “Compen- 
sation and pensions” and “Readjustment benefits,” and $10,856,000 of 
the requirements in the appropriation “Administration, medic: al, hos 
pital, and domiciliary services,” which comprise over 97 percent of 
the total amount needed, are necessitated by legislation which extend 
benefits to veterans of the Korean conflict mentioned above or in- 
creased payments of certain types of benefits. Such additional costs 
could not be included in our original estimates for the current year 
and could not be foreseen or evaluated at the time these requirements 
were reviewed. 

Administration, medical, hospital, and domiciliary services, $15,- 
886,000: The total amount required under this heading is compos sed 
of $10,886,000 in the general administrative program and $5,000,000 
needed for hospital operations. The amount requested for nonmed- 
ical programs is due entirely to the cost of administering Public Law 
550, which was enacted July 16, 1952. 

With respect to the additional amount requested for hospital oper- 
ations; I have exploited every savings opportunity, including the im- 
position of severe personnel reductions at existing hospital facilities, 
in an effort to live within the amount which Congress appropriated 
for the medical-care program. However, even after such drastic 
action, funds are not available for the staffing, initial supplies, and 
other operation costs necessary for the activation of those new hos- 
pitals which are scheduled to open during the balance of the current 
fiscal year. 

The additional funds requested under this heading include approxi- 
mately $654,000 in employee travel for those programs where the 
extension of benefits to Korean veterans demands increased travel 
activities by many VA personnel. In this connection, it is requested 
a the existing limitation on this type of cost be increased from 

3,530,700 to $4,316,658 to provide for this increased activity and to 
sito the medical program to use approximately $132,000 of funds 
available from reimbursements for the essential travel of consultants 
and area officials to various hospital installations. 

Compensation and pensions, $237,573,000: The additional fund re- 
quirement under this heading is due primarily to the enactment of 
Public Laws 356, 357, and 427, , Eighty -second Congress, which provide 
increases in various compensation rates, increased-i income limitations 
for part III (non-service-connected permanent total disability) bene- 
fits, and provide increases in certain statutory rates of compensation. 

Readjustment benefits, $125,418,000 : The additional funds required 
under this appropriation title are due entirely to the extension of 
education and training benefits to veterans of the Korean conflict as 
provided by Public Law 550, 82d Congress. Present training-load 
trends indicate that a monthly average of 121,000 Korean veterans 
will obtain these benefits during the current year at a cost of approxi- 
mately $152,460,000. Present obligation rates indicate that about 
$27,042,000 of this amount can be absorbed within funds currently 
available, leaving the amount of $125,418,000 which must be secured 
through a supplemental approp riation. 

Veterans’ miscellaneous casi. $1,361,000: The amount originally 
requested for the fiscal year 1953 ‘under this appropriation title was 
reduced by the Congress ; based on the fiscal-year-1952 obligation rates 
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which indicated that a sizable balance would remain unexpended at 
the end of that year. However, the obligation rate now being ex. 
perienced is substantially higher than that originally estimated for 
the fiscal year 1953, and the additional funds now requested are neces- 
sary to meet current-year payments from this appropriation. 

Servicemen’s indemnity, $2,500,000: There was relatively little ex- 
perience upon which to base appropriation requirements ‘under this 
title at the time the original estimates for the fiscal year 1953 were 
prepared. A much higher percentage of coverage per death by servic 
men’s indemnity than was originally anticipated 1 is now being experi- 
enced. In addition, the unavoidable delay between the date ‘of death 
and the adjudication of the claim has resulted in a considerable 
increase in the average annual payment originally experienced. 

Grants to the Republic of the Philippines, $1,423,500: The rapid 
increase in patient-load which could not be foreseen at the time the 
original appropriation estimates were made indicates that the full 

amount authorized for this purpose of $3,285,000 will be required i: 
the current year. The additional amount now requested represents 
the difference between this total authorization and the amount appro- 
priated for the current year of $1,861,500. The number of veterans 
hospitalized 1 increased from 720 as of June 30, 1952, to 906 in November 
1952, and is expected to reach 1,280 by the end of this fiscal year. 

In support of this general statement, a detailed explanation and 
justification of each of the above items is being furnished your 
committee. We will be glad to furnish you with any further informa- 
tion which you may desire regarding this request. 

Mr. Purtures. Now, let us get the situation chronologically clear 
in our minds today, the 5th day of February. 

This revised statement was made as of January 28, a week or so 
ago ’ 2 

“General Gray. Yes, sir. 

Mr. Putters. Ac tually, when did you compute the figures of the 
number of veterans and so forth? 

General Gray. That we anticipated in the original submission ? 

Mr. Puititrs. When did you actually compute them? 

Mr. Baxer. Along in November. 

General Gray. My best memory is the latter part of October or early 
November. 

Mr. Puttutrs. In other words, these estimates are actually esti- 
mates of about 4 months ago? 

General Gray. The original submission which is contained in the 
President’s submission was made about 4 months ago. Within the 
week succeeding, our knowledge of the fact these men were not in and 
we did not need that much money caused us to submit a new budget 
to you now, which is less than was estimated for last fall. 


ADMINISTRATION, Mepica, Hosprrat, AND DomIctLiary SERVICES 


Mr. Puiuips. Now, suppose you take these up one by one. 


Let us insert pages 3 and 4 of the revised justification in the record 
at this point. 


(The information is as follows :) 
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Revised estimate by program as of Jan. 28, 1953 


Summary of requirements, fiscal year 1953 


—— = ated —___—_—_—_—————-| Reduction to 
| supplemental 
now before 
Congress 


Program Estimated Supplemental 
Amount requirements} requirements 
available | as of Jan. as of Jan. 

28, 1953 


01 Administrative services operations $25,479,148 | $26, 207,177 $728, 029 | — $99, 391 
1300 Finanee_- 4 20, 284,706 | 20, 995, 711, 120 ~488, 174 
00 Contact. _.-..----- 7,170,265 | 9,085, 1, 895, €51 -113, 084 
“00 Vocational rehabilitation and education. 27, 610, 654 34, 794, | y 1 83, 997 —2, 373, 351 
6000 Loan guaranty ---.-.----.-.--- ; 2, 790, 588 | 3, 157, 367, 203 


Total 1000-7000 programs 93, 335, 361 4, 221, 10, 886, 000 —3, 074, 000 
8000-9000 Medical, hospital, and domiciliary | | 
services and capital expansion i 673, 130, 218 578, 130, 21! 5, 000, 000 


Total estimated obligation - - .---- ; 766, 465, 579 | 2, 351, 579 | 5, 885, 000 —3, 074, 000 


Includes only those programs for which supplementals are required fiscal year 1953. 


Distribution of supplemental required by program and object as of Jan. 28, 195% 


01 Personal service 07 11 
02 * 08 Grants, 
Travel, — Supplies | subsidies, 
Average em- traetual and ma- | and con- 
| employ- | Amount | ployee | corvices | terials tribu- 
ment ae tions 


Program and object Total 


Administrative service 

operations. -..- ada 155| $728,029 cS ‘ 029 
Finance_. ae hie 185 711,120 711,120 
Contact... ...- 428) 1, 873, 451 $22, 200 1, 895, 651 
Vocational rehabilitation 

and education : 460) 2, 632, 073 540, 063) $2, 099, 861 ..|$1, 912, 000} 7, 183, 997 
Loan guaranty_.._-__- 50 225, 508 91, 695 50, 000 | 367,203 


Subtotal, 1000-7000 , 278) 6,170,181 653, 958) 2, 149, 861 1, 912, 000/10, 886, 000 
General medical and sur- | 
gical hospitals... _- 5. 3,000, 000 3 $2, 000, 000). _- | 5, 000, 000 


Grand total. ._..._.... 9, 170, 181 653, 958) 2, 149, 861, 2, 000, 000) 1, 912, 000/15, 886, 000 


Mr. Baxer. In the administrative appropriation, the total “Admin- 
stration, medical, hospital, and domiciliary services,” the revised 
requirements as of January 28, 1953, consist for the first seven pro- 
grams, as mentioned previously, of $10,886,000, and that is composed 
of $728,029 in program 1201, “Administrative service operations,” 
and composed also of $711,120 in the finance program, $1,895,651 in 
the contact program, $7,183,997 in the vocational rehabilitation and 
education program, and $367,203 in the loan-guaranty program. 

Mr. Puuires. Now, let us take these items individually. How could 
you contemplate a deficit of $728,029 on the basis of your justification 
of a year ago? This has nothing to do with the service to veterans 
inthe hospitals. What has caused you to add $728,029? 

Mr. Baxer. First of all, the amount we are asking for now is not 
more than we asked for a year ago, because we suffered a reduction by 
virtue of the congressional cut to some degree which was applied to 
this program. In addition, the work caused by the administration 
of Public 550 was not estimated for a year ago, because that law had 
not been enacted at that time. 

Mr. Putuirs. Will you explain what Public 550 is? 
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Mr. Baker. Public 550 is the law that extends to veterans of the 
Korean conflict educational and training benefits and loan-guaranty 
privileges. ; 

Mr. Puiurs. How many veterans did you contemplate servicing 
before Public 550 was passed ? 

Mr. Baxer. If I remember correctly, there were 600,000 veterans 
under Public 346, which is the World War II education bill. 

Mr. Puraiies. How much money did we give you for that? 

Mr. Baxer. In this particular program, or in all programs? 

Mr. Puitirps. Whatever is comparable to this $728,029. 

Mr. Baxer. I am not sure I could answer that. 

Mr. Kelsey, how much was there in “Finance” for the administra- 
tion of Public 346? 

Mr. Ketsry. That is administrative services? 

Mr. Puitures. It is code No. 1201. 

Mr. Baxer. How much money was included in your program for 
administering Public 346? 

Mr. Curtiss. That is not broken down. 

Mr. Baker. It would be pretty hard to tell exactly. 

Mr. Puinips. How many additional veterans do you expect to have 
to do something for under Public 550? 

Mr. Baxer. [ think the revised figure we have now set is 121,000 oi 
the average. 

Mr. Puttures. Take the next item. How can you justify a request 
for $711,120 for finance ? 

Mr. Baker. Again the same statement would apply—the additional 
work in the Finance Service for servicing those veterans in training 
under Public 550. It requires additional staffing for keeping the 
financial records and so forth. 

Mr. Puttures. This committee might as well lay down a rule right 
now. Do not bring up these figures without comparable figures so that 
we know what you intended to spend when you testified on the regula: 
budget, and what you now expect to spend. 

How many additional veterans are involved which justifies this 
additional request ? 

Mr. Baker. I would say as a general statement at this point that the 
additional veterans, who were not contemplated at all in the original 
request, number 121,000. 

Mr. Putiitps. It was 600,000 originally, and it is now 121,000 
additional ? 

Mr. Baxer. That is right. 

Mr. Putiures. But still we do not know how much you expected to 
spend on them before you asked for this $711,120. 

Mr. Baker. The amount presently available in that particular item 
for finance is $20,284,706. 

Mr. Puiups. That is the amount you have now ? 

Mr. Baxer. That is right—for all finance activities. 


FINANCE 


Mr. Putiurrs. Tell us what finance activities include. 

Mr. Kesey. Mr. Chairman, that covers a very wide range of the 
activities of finance, which include in the major portion the payment 
of all compensation, all pensions, all subsistence allowances for vet- 
erans in training under Public Law 346 and Public Law 16, the pay- 
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ment of all salaries, payment of all miscellaneous vouchers of all types, 
such as travel and other reimbursements, all accounting records which 
are necessary for reports to the budget office, to the Bureau of the 
Budget, the General Accounting Office, and the Treasury. 

Mr. Pruzips. It does not include any money paid to veterans? 

Mr. Ketsey. No, sir. 

Mr. Pumuirs. How many employees do you have working on that 
No. 1300 job right now? 

Mr. Ketsey. 5,182. 

Mr. Pumiiies. How many additional employees do you contemplate 
putting on if you get the $7 11,1202 

Mr. Kersey. 185. 

Mr. Puitires. How many hours a week do these people work ? 

Mr. Ketsry. 40 hours each. 

Mr. Puitures. What time do they come to work? 

Mr. Ketsry. Generally, that is 8:15 or 8:30. It depends some- 
what upon the station, but the 8-hour day is the regular workday 
requirement, 5 days a week. 

Mr. Putiuips. That means that if your present force would increase 
their production by 3 percent, you would not need any additional 
wople. 

Mr. Ketsry. I am not in a position to dispute your arithmetic, but 
[I will say this: Many of our finance activities are such that we are 
able to establish a work-measurement program which makes it possible 
for us to demand a certain standard of performance in many of our 
functions. We have shown a remarkable increase in efficiency in the 
last several years, and we seem to be pretty much at the peak of pro- 
duction right now. We have had a somewhat stabilized situation for 
a while, and with trained employees over the course of years we have 
avery high production rate. But such things as turnover of employees 
and losses for one reason or another have an adverse effect on that, 
and IT would not be able to say with any degree of certainty that we 
could 1 impose a greater. w orkload on these people. 

Mr. Putturrs. Not even 12 minutes a day? 

Mr. Kesey. I admit that sounds like a rather small additional 
amount; but, as a matter of principle, it seems to me you could carry 
that sort of thing indefinitely to the point of just what you can expect 
a human being to do. 

Mr. Puivups. Well, I have not been impressed by the fact that 
the human beings in your department are overworked. Are they? 

Mr. Kexsey. No, sir; I do not claim that. But I do take pride in 
the belief that they are performing a good day’s work generally, on 
the average. 

Mr. Putuiips. I read something in the paper a few days ago that, 
according to the newspaper report, came from the Bureau of the 
Budget with the approval of the President of the United States. It 
said that no additional people were to be taken on the payroll. You 
apparently pay the same attention to him as you do to the desires of 
this committee. Am I right? 

Mr. Kersey. When we have that sort of a mandate or one that comes 
to us through a reduction in appropriation or any other similarly 
effective manner, we simply do the best we can with less people and 
sometimes the service suffers. 
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Mr. Puruirs. Generally, how do you justify asking for 185 addi 
tional people in the face of the statement by the Director of the 
Budget? Do you have an authorization from him not to pay any 
attention to his statement? 

General Gray. Mr. Chairman, an analyzation of the communica- 
tion which I received from the Director of the Budget is being care- 
fully made. The sum and substance of it, on preliminar’ y examina- 
tion, is that there is to be no one hired except the head of the depart 
ment knows the need and necessity for it. 

Mr. Putuuies. Mr. Cotton, -was that your interpretation of that, 0 
yours, Mr. Jonas? You are attorneys 

Mr. Jonas. I have not seen anything except the newspaper com- 
ment on it; therefore, I could not say. 

General Gray. The letter which I received from the Director of 
the Budget in general terms indicated the need and necessity for 
need of shifting employees, in hiring, in filling vacancies, in doing 
this, that, or the other thing, in each instance, as I read it—and I am 
having it analyzed now and have not come to any conclusion—that 
it shall be incumbent upon the head of the department to be sure of 
the absolute need and necessity for it before it is done. 

Mr. Corron. The intent behind that order would clearly be to freeze 
the situation temporarily until the new administration and the head 
of the budget could develop their policy. Would you not consider 
that to be the intent ? 

General Gray. I would think that was exactly the intent that | 
contemplated in reading the letter. 

Mr. Corron. So that 185 employees would be quite an additional 
number in the light of that policy ? 

Mr. Moore. Might I add the statement that these estimates were 
passed by the Director of the Bureau of the Budget and sent up here. 
That was not an announced policy when these estimates were sub- 
mitted. 

Mr. Puiuirs. I think we understand that. 

Mr. Corron. With reference to the chairman’s first question on this 
point, he asked how you justify that figure of $728,029 additional re- 
quest over what you asked for for the current year. Your reply was 
it was not that amount more than you asked for, because Congress 
had cut what you asked for. Now, will you tell me what proportion 
of this supplemental request is to take care of the new duties under 
Public 550 and what proportion is to restore cuts made in your 
semana budget ? 

Mr. Baxer. No portion is for those that we now have. It relates 
entirely to the additional workload generated by the new law. 


ADMINISTRATIVE SERVICE OPERATIONS 


Mr. Putiures. Now, tell us how many additional employees you 
expect to put on under No. 1201. 

Mr. Baxer. One hundred and io 

Mr. Puitxires. And 185 under No. 1300. 

Mr. Baker. Yes, sir. 


CONTACT 


Mr. Prruures. Now let us move to the next one, code No. 2000, 
“Contact.” 
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How many additional employees do you find it necessary to put 
on there? 

Mr. Baker. An average of 428. 

Mr. Puiturres. Yesterday, in testifying before this committee, the 
commander of the American Legion of Pennsylvania made the state- 
ment that his organization alone spent $170,000 a year in that type of 
work in Pennsylvania. How many people do you expect to put into 
Pennsylvania ? 

Mr. Curtiss. It is not possible to break that down by States, but 
{28 isthe number required to meet the workload expected under Public 
Law 550 and is the number which the Bureau of the Budget permitted 
us to keep for this purpose. It is 428 more than the regular appropria- 
tion allowed. 

Mr. Puiuties. In effect, what you are saying is that the Congress 
made a cut, and you applied it to contact work, although actually the 
House returned the cut this committee had made. 

Mr. Curtiss. That is correct. 

Mr. Putuures. Therefore, you are not cutting the items you expected 
to when this committee made the cut ? 

Mr. Curtiss. We had more people than were allowed by the Con- 
gress, and when the Korean bill, Public Law 550, was passed, we were 
told to keep them on rather than reduce and rehire, because they are 
the kind of people you cannot fire today and hire tomorrow. In other 
words, we would have been in the position of letting some of the con- 
tact men go and then turning right around under the new Korean bill 
and trying to hire them back. : 


VOCATIONAL REHABILITATION AND EDUCATION 


Mr. Pures. The next is No. 5000, Vocational Rehabilitation and 
Education. How many additional people do you expect to put on 
there ? 

Mr. Baker. Four hundred and sixty. 

Mr. Puiurpes. That seems like quite a lot in view of the fact that 
no additional people are to be added to the payroll. How do you find 
need for 460 new people in Vocational Rehabilitation and Education ? 

Mr. Baxer. Again for servicing an estimated average of 121,000 
new veterans in education and training. 

Is not that right, Mr. Coile? 

Mr. Core. I think this is a little broader than that. This Public 
Law 550 for Korean veterans contains many provisions that are differ- 
ent from the provisions of Public 346. 

Mr. Putiutrs. Now, Mr. Coile, that means the workload on the 
people you are adding, even if the present staff undertook none of it 
whatever, would be one employee of the VA for every 300 Korean 
veterans. Does that seem to you like a heavy workload ¢ 

Mr. Corrz. I do not know that I follow those figures. 

Mr. Putuies. I just divided 121,000 by 460. 

Mr. Com. Yes. And I might say the work is not all involved in 
processing the individual veterans’ claims. As I mentioned, the pro- 
visions of this bill are considerably different from the provisions of 
Public 346 in that an attempt was made to assure that the expendi- 
tures made under this law were more realistic than were many expendi- 
tures that we experienced in the administration of Public 346. 

29310—53——12 
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Mr. Puiniurrs. Now, let us understand that. What sort of emp! 
ment do you now require which was not required of the veteran of 
World War II or which you discovered by the World War II work 
was not desirable now? 

Mr. Cotte. This employment is to make sure that the courses whic! 
are offered to these veterans comply with the standards contained in 
the law. The law provided in seven different sections that the Ad 
ministrator would, if he found the courses for one reason or another 
did not comply with the standards contained in the law, discontinue 
payments to the veterans enrolled in such courses. 

Mr. Puiturres. Then why is not this properly a request in your reg 
lar budget, the expenditure of which would start on July 1 Bathe 
than now? 

Mr. Come. This does cover the fiscal year beginning last July 
This is for this fiscal year. The law was enacted on July 16, 195 

Mr. Puitiies. But Mr. Moore has already testified he has allowed 
you money, as I recall, for three quarters. 

Mr. Moore. Yes, sir. 

Mr. Putiuirs. Therefore, this request is for the fourth quarter. 

Mr. Moore. And an additional amount might be necéssary for the 
third quarter 

Mr. Puiurpes. And you are asking this committee for 460 new people 
to begin work in the fourth quarter? 

Mr. Moore. Or to integrate them with what we have now in the 
third quarter or the remaining 7 weeks. 

Mr. Puiuirs. I think you had better put in the record at this point, 
if you will, a statement of just exactly upon what kind of jobs the 460 


people are to be employed and where. Can you do that? 
Mr. Corre. Yes, sir. 


(The information is as follows:) 


ADDITIONAL PERSONNEL REQUIRED IN OFFICE OF VOCATIONAL REHABILITATION AND 
EDUCATION FiscaLt YEAR 1953 1n OrpER To C'ARRY OUT THE PROVISIONS OF THE 
VETERANS’ READJUSTMENT ASSISTANCE ACT oF 1952 


Additional field personnel required: Mam-years 
Compliance activities 
Educational and vocational] guidance activities 
Case processing activities......_.-2.4.-....-.--. 


ees aided be Se £2 


Departmental: No additional personnel are requested for fiscal year 1953 for 
central office activities under the Veterans’ Readjustment Assistance Act 
of 1952. 
COMPLIANCE ACTIVITIES 


Representatives of the Administrator are required to visit each school and 
establishment in which veterans are enrolled under Public Law 550, 82d Congress, 
periodically, in order to discharge specific responsibilities of the Veterans’ Read 
justment Assistance Act of 1952 charged to the Administrator of Veterans’ 
Affairs. Among these responsibilities, specifically prescribed by the law, are 
the following: 

(a) He may discontinue the training of any veteran if he finds that the vet 
eran’s course fails to meet any requirement of the Veterans’ Readjustment 
Assistance Act of 1952 (see. 256). 

(b) He may discontinue the training of any veteran if he finds that an 
educational institution or training establishment has violated any provisions of 
the Veterans’ Readjustment Assistance Act of 1952 or fails to meet any of its 
requirements (sec. 256). 
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(c) He is charged with the responsibility for discontinuing payments to State 
agencies if he finds that any person who is an officer or employee of the State 
approving agency has, while he was such an officer or employee, owned any 
interest in or received any wages, salary, dividends, profits, gratuities, or service 
from an educational institution operated for profit in which an eligible veteran 
was pursuing a course of education and training under this law (sec. 264). 

(d) He is prohibited from making any payments under the Veterans’ Readjust- 
ment Assistance Act of 1952 to any person found by him to have willfully 
submitted any false or misleading claims (sec. 268). 

(e) He is charged with the responsibility of discontinuing the training of 
veterans whose conduct or progress he finds to be unsatisfactory (sec. 225). 

(f) He cannot approve the enrollment of an eligible veteran in a course in 
a nonaccredited proprietary school below the college level, if he finds that more 
than 85 percent of the students in the course are veterans (sec. 226). 

(7g) He may disapprove educational institutions for further enrollment of 
veterans if he finds that charges for tuition and fees are greater for veterans 
than for nonveterans (sec. 234). 

(h) In any case where he finds that an overpayment has been made to a 
veteran as a result of (1) the willful or negligent failure of the institution to 
report excessive absences or discontinuance or interruption of a course by the 
veteran, or (2) false certification by the institution, the amount of such over- 
payment shall constitute a liability of such institution and may be recovered 
in the Same manner as any other debt due the United States (sec. 266). 

The compliance activities above which have been assigned to the Educational 
Benefits Section (now known as the Registration and Research Section) will 
require that qualified staff personnel (educational benefits representatives) in 
70 field stations travel almost continuously from school to school and estab- 
lishment to establishment examining veterans’ training situations and school 
records on a factual basis. It is particularly important that these responsibil- 
ities be carried out with the utmost vigilance at the outset of this program in 
order to assure that abuses that the Congress recognized under the World War 
II Servicemen’s Readjustment Act do not creep into this program. 


EDUCATIONAL AND VOCATIONAL GUIDANCE ACTIVITIES 


Trained vocational counselors and a limited number of supporting clerical per 
sonnel in advisement and guidance sections are required in 70 field stations for 
educational and vocational guidance purposes (sec. 261). These personnel will 
provide veterans with information respecting the need for general education 
and for trained personnel in the various crafts, trades, and professions, and will 
assist veterans in making choices of educational and yocational objectives con- 
sistent with their capabilities. This will insure that veterans preselect courses 
of study which they will pursue with seriousness of purpose, reasonable assur- 
ance of completion, and consequent satisfactory employment in the fields for 
which they train 

CASE--PROCESSING ACTIVITIES 

Personnel are required for case-processing activities in the Educational Bene 
fits Section. These functions include the processing of veterans’ applications for 
training and enrollment documents and authorizing payment to veterans. De- 
terminations prescribed by the Veterans’ Readjustment Assistance Act of 1952 
which must be made in connection with this function include insuring that 
the veteran is not already qualified for the educational, professional, or voca 
tional objective for which he desires to train and that the veteran’s course is 
not avocational or recreational in character. 


LOAN GUARANTY 


Mr. Puixies. The next item is $367,203 for loan guaranty. How 
many additional people does that contemplate? 

Mr. Baker. Fifty additional people. 

Mr. Patties. What are they going to do? 

Mr. Kersey. These people will be employed exclusively also in 
‘connection with the new duties under Public, 550. 

Mr. Puitiires. How many people do you have doing that now ? 

Mr. Ketsry. 2,742. 
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Mr. Puiturrs. And you want 50 additional people, which means 
that, if the present staff would increase their work 2 percent, you 
would not need any additional people. 

Mr. Ketsry. As a matter of fact, right now we have more work in 
that program that ought to be done than we have been able to do with 
the personnel we have. 

Public Law 550 with respect to the loan-guaranty activities not only 
brought in the Korean conflict veterans but also imposed upon the 
Veterans’ Administration the requirement that there should be land 
planning and general acceptability in any projects for housing for 
veterans. It requires the Veterans’ Administration to supervise 
actually not only the minimum construction standards which we have 
had but also the land planning for any new projects of housing for 
which guaranties are made. 

Mr. Prizirs. Then a good many of these people work in the field’ 

Mr. Kensey. Practically all of them. 

Mr. Puriiures. How many hours a week do they work? 

Mr. Ketsry. Forty. 

Mr. Pures. Then a man who works in the field for the Veterans’ 
Administration supervising housing for veterans works only 40 hours 
a week ? 

Mr. Ketsey. Yes, sir. 

Mr. Jonas. I have been under the impression that the number of 
GI loans being made has been diminishing steadily for the last 6 or 7 
months. Is not that true? 

Mr. Ketsry. No, sir; that is not true. 

Mr. Jonas. Then why are they all trying to get the interest rate 
raised? They claim they cannot get any loans and the banks are not 
making any loans. What does the record show as to the amount of 
GI loans? 

Mr. Ketsry. The record shows that since the month of July we 
have had a steadily increasing volume from month to month and with 
each successive month being higher than the month before, except 
December, when we had a very slight reduction which we believe is 
seasonal in some respects. To give you the average number of home 
loans during this month, it averages 30,000. November was just about 
30,000. 

Mr. Puturs. Is not that the number of applications? 

Mr. Kersey. That is the number of approved loans. 

Mr. Paiuies. In money or applications? 

Mr. Kersey. In applications. 

Mr. Purmues. The number of approved loans, not the number of 
applications? 

Mr. Ketsry. That is right. 

Mr. Jonas. But that is not the important figure. There is a differ- 
ence between the approval of a loan and the granting of a loan. 

Mr. Kexsry. What I mean is 30,000 actually closed loans. They 
are the ones which have been made and agreed to and the veteran 
has the money for his home. 

Mr. Jonas. I would certainly like to see the figures on that, because 
that is certainly contrary to the information I have been getting. 
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eans Mr. Kesey. Our regularly published statistical reports show that 
you month by month. _ 

F Mr. Puturps. Will you furnish that to Mr. Jonas? 

rk in Mr. Kexsry. Yes, sir; I will be pleased to do so, 

with (The information is as follows:) 


onl Program 6000—Loan guaranty, applicaiions received and loans closed, 1951 and 1952 
Uy 
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y Wwe 
‘with MEDICAL, HOSPITAL, AND DOMICILIARY SERVICES 
xcept M - RM as ‘eilanias 239: > . St 
Wes Mr. Puiturrs. Now, you request $5 million for Medical, hospital, 
lame and domiciliary services and capital expansion. Is there any money 
ian in that for capital expansion ? 
| Mr. Baker. No; none whatsoever. 
Mr. Puixies. It is all Medical, hospital, and domiciliary ? 
Mr. Baker. That is right. 
Mr. Puitires. How many employees are involved in that ? 
Admiral Boonr. 815 average employment. 
itis Mr. Puiiirs. 815 new employees! 
Admiral Boong. Yes. 
Mr. Puiuurps. Please put them in the different categories. 
i ffer- Admiral Boone. The first, for hospitals, is enumerated on page 14 
of the supplemental request and is for additional staffing and other 
They operational costs beyond September 30, operational levels. 
oeran The second group is staffing and other operation costs for fiscal year 
1953 for hospitals scheduled to open after January 1. 
Belt Mr. Puttites. That is important, and I think we had better put 
pages 14, 15, 16, and 17 in the record. 
(The pages above referred to are as follows :) 
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Programs 8000 and 9000—Medical, hospital, domiciliary and capital expa) 


programs, $5,000,000 


A review of the operation of Veterans’ Administration medical facilities j 
cates that supplementary funds in the amount of $5,000,000 are required 
fiscal year 1953 notwithstanding a drastic reduction in force of 2,250 emplo: 
who were released as of November 4, 1952. The major part of the additi 
funds are required for the activation of new hospitals and for the purchas 
initial supplies for newly activated hospitals. Specifically, except for $225.1 
for the cost of consultants and $57,000 for employee travel in regional offices 
entire additional amount requested is for the operation of the hospital prog; 

After considering the recent reduction in force, funds presently available und 
the fiscal year 1953 appropriation will permit only the operation of the existing 
hospitals and homes at the level of stafting as of September 30, 1952, wit 
nominal amount available for the partial fulfillment of the additional requi: 
ments set forth below. 

These additional requirements, for which sufficient funds are not availab\ 
are as follows: 

1. Additional staffing and other operational costs beyond September 30 ope: 
tional levels in new hospitals already in operation and for those scheduled 
open prior to December 31, 1952, to permit minimal operation. 

2. Staffing and other operational costs of hospitals scheduled to open afte: 
January 1, 1953. 

3. Additional requirements to permit normal activation of new hospit 
opened prior to December 31, 1952, but frozen as of that date. 

1. Initial supplies for some of the new hospitals scheduled to open. 

5. Funds for consultants, both in hospitals and regional offices. 

6. Additional travel funds, both in hospitals and regional offices. 

The detail of the requirements listed is as follows: 

1. Additional staffing and other operational costs beyond September 30 ope 
ational levels for fiscal year 1953 in new hospitals already in operation and f 
those scheduled to open prior to December 31, 1952: 


Annual 
average em- 
ployment 


Salt Lake City, Utah 
Baltimore, Md 
Philadelphia, Pa 
Boston, Mass 


Total 
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Pittsburgh, Pa 
Salisbury, N. C 
Brockton, Mass. 
West Haven, Conn 
Jefferson Barracks, Mo 
Birmingham, Ala 
Syracuse, N. Y .-- 
Durham, N.C 5 
Ann Arbor, Mich 
Chicago, Lil 

St. Louis, Mo-_- 
Chicago, Il 


2. Staffing and other operational costs for fiscal year 
uled to open after January 1, 1953: 
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3. Additional requirements necessary to attain normal activation beginning 
uary 1, 1953, of new hospitals opened prior to December 31, 1952, at which 
ite they were frozen in varying stages of activation due to lack of funds: 


Annual 
average 
employ- 
ment 


Lake City, Utah 
Orange, N. J 
sas City, Mo. 
jelpnia, Pa 


lotal 


{. Initial supplies for some of the new hospitals scheduled to open afted Jan- 
uy 1, 1955: The cost of initial supplies to be purch: ised for new hospitals dur 

ng tiscal year 1953 is estimated to be approximately 500.000. The obligations 
for this purpose through October were approximately $500,000. Ieunds cur- 
rently available would provide $1,500,000 of the $3,500,000 total required, thus 
indicating a need for an additional $2,000,000 for this purpose. 

>. Funds for consultants, both in hospitals and regional offices: The amount 
of $8,600,000 presently available for consultants in hospitals and regional offices 
s entirely inadequate. The vital phase of the medical program served by con- 
sultants has been stressed on many occasions and the opening of Many new 
hospitals has materially increased the need for this purpose. It is estimated 

at an additional $500,000 will be required for existing hospitals, $256,000 for 
ne w hospitals and $225,000 for regional offices or a total of $981,000. 

Additional travel funds both in hospitals and regional offices: The necessity 
PP a reduction in force in hospitals which has been accomplished as far as 
possible by transfer, plus the critical reduction in travel in the appropriation, 
has created a serious shortage in travel funds. Through October 1952 an amount 
of $104,414 in hospitals and $71,416 in regional offices was obligated of the total 
of $225,150 and $173,002 available, respec tively. It is estimated that additional 
amounts of $75,000 for hospitals and $57,000 for regional offices will be required 
for this purpose. In recognition of the dire effect of limited travel funds avail- 
able for the operation of the hospitals and regional offices, it is of the utmost 
necessity that the travel limitation and funds therefor in the appropriation, 
Administration, medical, hospital, and domiciliary services,’ be increased by 
the amount of $132,000. 

The total additional requirements beyond the level of operation as of Septem- 
ber 30, 1952, amount to $10,349,000. However, it is estimated that $3,038,849 of 
the funds currently available can be applied against this amount. It is also 
estimated that the current rate of collections will increase expected reimburse- 
ments from $4,440,000 to $6,750,751. Consequently, a net amount of $5,000,000 
additional is requested for the medical program. 

The following table affords a summary of these requirements and an analysis 
of the operation of hospitals at the September 30, 1952, level. It will be noted 
that the analysis-of-operations chart has reflected the reduction in force and the 
availability of $3,038,849 to be applied to the additional requirements. 


Summary of additional requirements 


NP hospitals____---- ; ; ..... $1, 092, 900 
me | | : Sr fees 557, 000 

UNI RII I sae alanine mnie ; > 5, 586, 700 
7 ravel : ; sd g 132, 000 
Consultants___.__._~_- 4 & , 2 981, 000 
Initial supplies____-_ ; 2, 000, 000 
Less additional reimbursements__......_____________ —2, 310, 751 
Less funds currently available —3, 038, 80 


Tea: 


The estimated monetary requirement for the medical, hospital, and domicil- 
airy program has been kept at the minimum and in no way represents the de- 
sirable level of operation. Consequently, unless the $5,000,000 supplemental 
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herein requested is madé available, it can only result in deferring the activat 
of new hospitals, the purchase of initial supplies, and the completion of stati 

Mr. Pues. My question was, Would you put the new employe 
into categories, such as surgeons, dentists, nurses, and so forth? 

Admiral Boong. It is all personnel needed to activate the hospital 
and operate the hospital. It may be plumbers—— 

Mr. Putiuies. I would hope they would all be needed, but will you 
break them down into doctors, dentists, plumbers, nurses, and so 
forth ? 

Admiral Boone. Yes. 

Mr. Pures. Can you do that and put it in the record? 

Admiral Boonr. Yes, sir. 

(The information is as follows :) 


Analysis of employee positions required to staff new hospitals for fiscal year 1953 


i cetenitiiean 156 


I i ee ie eS Tk a id Di ck ais : 

UI ie cisdiiticntsinn chaihnaeateet a asec ee i i ae ee ts ol ee ee the 17 
I a eae Ni ge eae eee ee P 49] 
Dietitians 

Other medicals (including ward and mess attendants)__-_____ 2 
Administration and maintenance engineers________________ pieetcks ete iadanee 


Total 


A total of 3,735 positions to be added in the latter part of the year is equivalent 
to an annual average employment of 1,515. 

Of this amount we can finance all but 815 man-years which are included in this 
supplemental request. 


SUMMARY TABLES 


Mr. Putiurres. Now I shall move on through the revised estimate. 
I think we had better put in pages 2 and 3 and, after looking over 
these statements, those which are necessary to be put in the record 
will be put in and, if there are any, General Gray, which you think 
should be put in, you can indicate them to us. 

General Gray. Thank you. 

(The pages above referred to are as follows :) 


Summary of funds required fiscal year 1953 by appropriation title—Revised 
estimate as of Jan. 28, 1935} 


Summary of appropriation requirements 
| fiscal year 1953 


a — ____} Reduction t 
Appropriation title : c supplemental 
oe ‘i A ppropriated| Estimated |Supplemental| now befor: 
~ amount | 'auirements |requirements| Congress 

’ : as ¢ % ee 7 9 
| available as of Jan. 28, |as of Jan. 28, 


1953 1953 
| | 


. Administrative, medical, hospital, and | 


domiciliary service .. |2$855, 882, 260 | $871, 768,260 | $15, 886, 000 $3, 074, 000 
. Compensation and pensions s 2, 204, 351, 000 |2, 441, 924, 000 237, 573, 000 | __ 
. Readjustment benefits --| 558,907,200 | 684, 325,200 | 125, 418, 000 80, 640, 00 
. Veterans miscellaneous benefits ___- 17, 206, 000 18, 567, 000 | 1, 361, 000 oa 
. Servicemen’s idemnity 8, 595,000 | 11,095, 000 | 2, 500, 000 | _- 
3. Grants to Republic of Philippines. iieal 1, 861, 500 | 3, 285, 000 | 1, 423, 500 |__- 


vo _..------+--|3, 646, 802, 960 |4, 030, 964, 460 | 384,161,500 | 83, 714, 00 
| 


1 Includes only those appropriations for which supplementals are required fiscal year 1953. 
? Ineludes $12,500,000 reappropriated from fiscal year 1952. 
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$3, 074, 000 


80, 640, 000 


Administration, medical, hospital, and domiciliary services, fiscal year 1953 ' revised 
estimate by program as of Jan. 28, 1953 


| Summary of requirements, fiseal year 1953 


- cae Ceieaeee aaa Reduction to 
| ees ce . supplemental 
Program Estimated |Supplemental sor beter 
| Amount requirements) requirements) “Qonoress 
available | ascf Jan. as of Jan. ee 
28, 1953 28, 1953 


1201 Administrative service operations $25, 479, 148 $26, 207, $728, 029 
1300 Finance nan $e 20, 284, 706 20, 995, 826 711, 120 
2000 Contact ‘ . ielisiti 7, 170, 265 9, 065, 916 1, 895, 651 
5000 Vocational rehabilitation and education...| 27, 610, 654 34, 794, 65 7, 183, 997 
6000 Loan guaranty acawecttinsincspsnnmenadaie! 12, 790, 588 13, 157, 7§ 367, 208 


Total 1000-7000 programs-.-_ --- dl 93, 335, 361 104, 221, 36 , 886, 000 
8000-9000 Medical, hospital, and domiciliary 
services and capital expansion _- - . 673, 130, 218 678, 130, 21! 5, 000, 000 


Total estimated obligation._.............| 766,465,579 | 782,351, 5, 886, 000 , 000 


1 Includes only those programs for which supplementals are required, fiscal year 1953. 
Program 1201—Administrative services (operations), $728,029 


Supplemental funds requested under this program are considered necessary 
to cover additional salary costs for processing increased workloads resulting in 
Administrative Service activities due to the enactment of Public Law 550, 82d 
Congress. 

The following table reflects by type of cost the amount presently available, 
revised estimate, and additional funds required for the year: 


} 

| Change from 

supplemental 
now before 
Congress 


Supple- 
mental 
required 


Presently | Revised re- 
| available een 


| 
Average employment. -_ ‘ din don 7,608 | 7, 763 55 — 4 


4, #Oe 


Obligations: | | 
Personal services __ ‘ 25, 375,995 | $26, 104, 024 | $728, 029 
Travel, employee . chen | 39, 153 39, 153 | 
Taxes and assessments__.._._._- : | a 67, 500 

Total obligations... _- etaed a 25, 482, 648 26, 210, 677 728, 029 

Less: Q. 8. and L_.....--- ee , 3, 500 | 3, 500 


3, 
Net total obligations Ras ‘ 25, 479, 148 26, 207, 177 728, 029 


sased on forecast of Public Law 550 application workloads for the fiscal year 
1953, the impact of Public Law 550 upon the Administrative Division activities 
in central office, regional offices, and regional offices servicing district offices, 
will result in supplemental requirement of 155 in average employment. 


Program 1300—Finance, $711,120 


The supplemental funds requested for this program are to provide for salaries 
of field personnel to handle additional workload in connection with Public 
Law 550. 

The following table reflects by type of cost the amount presently available, 
revised requirements and a column showing adjustments to the original supple 
mental previously submitted. 





Adjust: 
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before ( 
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Presently 
available 


Revised re- |Supplemental 
quirements required 


Average employment 5, 182 


5, 367 


185 
Obligations: 
01 Personal services $19, 996, 536 $20, 707, 656 | 
02 Travel 276, 939 276, 939 | 
15 Taxes and assessments 16, 331 16, 331 | 


$711, 120 | 


Total obligations 20, 289, 806 21, 000, 926 711, 120 


Less: Q. S. and L , 5, 100 5, 100 


Net total obligations 20, 284, 706 20, 995, 826 711, 120 


The revised supplemental dollar requirement for this program is estimated ty 
be $488,174 less than originally submitted due to a reduction in the estimate 
Public Law 550 average training load from 185,000 to 121,000 trainees. 


Program 2000—Contact, $1,895,651 


The funds requested under this program are to provide for salaries and travel- 
ing expenses of employees engaged in furnishing information and assistance to 
Korean veterans, their dependents and beneficiaries, and to their representatives f 
pertaining to the preparation, development, and presentation of claims under the 
laws administered by the VA and to provide general information concerning 
activities of all Federal, State, and local agencies which administer benefits 
and provide service to veterans and their dependents. 

The following table reflects by type of cost the amount presently availal| 
revised estimate, and additional required for the year: 


Change fror 

supplementa r 
now befor 
Congress ‘ 


Supple- 
mental 
required 


Revised re- 
quirements 


Presently 
available 


Average employment 


Obligations: 
Personal services 
Travel, employee -- 


Taxes and assessments_ 


Total obligations. 
Less: Q. 8. & I 


Net total obligations 


Program 5000—Vocational rehabilitation and education, $7,183,997 


The funds requested for this program are to provide for the additional adminis- 
trative cost required to provide essential services in connection with the educatio: 
and training of veterans pursuing courses under the provisions of the Veterans 


$7. 031, 913 
131, 852 
8, 000 

7, 171, 765 | 
1, 500 


7, 170, 265 


1, 937 


$8, 905, 364 


154, 052 


9, 067, 416 
1, 500 


8, 000 


428 


$1, 873, 451 


22, 200 |. 


1, 895, 651 


9, 065, 916 


1, 895, 651 


Readjustment Assistance Act of 1952 (Public Law 550, 82d Cong.). 
The following table shows a comparison between funds available and revised 


requirements for fiscal year 1953: 
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Supple- 
mental 
required 


Presently Revised re- 
available quirements 


.verage employment , , 345 1, 805 


Obligations: 
01 Personal services $21, 056, 017 $23, 688, 090 
02 Travel: 
Employee 713, 498 1, 253, 561 
Beneficiaries 318, 000 318, 000 
Transportation of things 16, 000 16, 000 
Other contractual services 3, 100, 139 5, 200, 000 2. 86] 1, 221. 000 
Grants, subsidies, and contributions 2, 400, 000 4, 312, 000 : 000 ~ 688, 000 
Taxes and assessments ’ 12, 000 12, 000 —7, 838 


Subtotal 27, 615, 654 34. 799, 651 7, 183, 997 


Less: Q. S. and L 5, 000 5, 000 


Net total obligations 27, 610, 654 34, 794, 651 7, 183, 997 


Program 6000—Loan guaranty, $367,203 


An additional amount of $367,203 is required for the administrative cost of this 
program as a result of Public Law 550. 

The following table shows the actual obligations by object of expenditure for 
fiscal year 1952, the current distribution of funds available and other revised 
requirements for fiscal year 1953. 


Fiscal year 1953 


Actual, fiscal 
year 1952 Difference, in- 
crease (+ 

decrease (—) 


|} Presently Revised re- 
available quirements 


Average employment 2, 933 2, 74% 2, 792 


Obligations: 
Personal services $12, 204, 033 $12, 429, : +-$225, 508 
Travel, employee 358, 305 5 +91. A945 
Other contractual services 25, 216, 250 6, 2! +50, 000 
Taxes and assessments , 12, 000 


Total obligations 12, 790, 588 
Less: Q. S. and L : 


Net total obligations 12, 790, 588 


Public Law 550, 82d Congress in addition to extending entitlement benefits to 
a substantial number of new veterans not previously eligible therefor imposed 
upon the Administrator new responsibilities with respect to establishing and 
enforcing minimum standards for land planning and general acceptability in 
addition to previously imposed minimum construction standard responsibilities. 
Other Public Law 550 provisons gave statutory direction to tightening up of 
loan guaranty processing activities. These various provisions will add in large 
measure to the complexities of program operations, especially in the appraisal 
and loan processing functions. 


MEDICAL HOSPITAL AND DOMICILIARY SERVICE 


Mr. Pxutuirs. Now, as far as the chairman is concerned, he feels the 
hearing this morning covered No. 8000 and No. 9000 fairly well. Do 
you wish to make any supplementary statement on 8000 and 9000 

Admiral Boone. I have a statement which I can read or present for 
the record. 

Mr. Puuurps. Does it add anything to the statements which you 
made in general this morning? If it does not, we will put it in the 
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record as your statement, and then you can speak informally and add 
anything which you think was not covered this morning. 


(The statement submitted for the record by Admiral Boone is as 
follows :) 


GENERAL STATEMENT, FiscAL YEAR 1953 SUPPLEMENTAL REQUIREMENTS, 
DEPARTMENT OF MEDICINE AND SURGERY 


GENTLEMEN: I appreciate this opportunity to appear before you in defense of 
the supplemental appropriation requirements for the Department of Medicine 
and Surgery. 

Since the receipt of the drastic 1953 budget reduction to the appropriation 
request of the Department of Medicine and Surgery, a careful analysis has been 
made to ascertain methods of meeting our requirements in providing medical 
care to veterans in compliance with laws of the Congress. It is now realized that 
even with all our conscientious efforts to modify our program, it will not be 
possible to balance obligations with funds available and carry out scheduled 
activation of new hospitals unless further inroads are made in the medical care 
program and our operations conducted on a submarginal plane for the remainder 
of the fiscal year. 

Definite action taken in the recent past to preclude a supplemental request, if 
possible, included the following measures : 

(a) RIF of 2,250 employment from August 31, 1952, on duty level. 

(b) Diversion of outpatient program and supply procurement program 
funds in the amount of approximately $8,000,000. The loss of these funds 
augmented dental outpatient backlogs in workloads already increased as a 
result of Public Law 28, and reduced medical staff to dangerously low levels 

(c) Other reductions in operating funds by the exercise of strictest econ 
omy through stringent administrative and managerial controls at the levels 
of activity. 

These measures were necessary in order to keep within funds apportioned fo: 
the second quarter since a request to the Bureau of the Budget for reapportion 
ment was disapproved. 

Summarazied below are the specific areas in which deficiencies must be met to: 

(a) Activate on a normal schedule all new hospitals which will open in 
the second half of fiscal year 1953. 

(6b) Care for increased workloads. 

(c) Proceed with activation on a normal basis of all new hospitals which 
were opened on a token basis in the first half of fiscal year 1953. 

(d) Permit regional office outpatient activities to operate at minimum 
levels with respect to consultant and attendant usage and employee travel 

Personal services.—The projected increase in hospital average employment 
does not increase the ratio of employment to operating beds for the entire hos- 
pital system, after the reduction of 2,250 employment consummated in Novem- 
ber 1952. Day-by-day developments in the Veterans’ Administration hospitals 
make it increasingly evident that the present overall ratio, less than 1 for 1 
is too low for sound medical care. To maintain this overall ratio in staffing t 
operating beds is especially difficult at new hospitals where in the early stages of 
activation, staff must be assembled for indoctrination, instruction, functional 
operation and buildup purposes long before any beds are placed into operation. 
Personnel requirements were built up, on a monthly basis, for each new hospital 
with the greatest stress placed on minimum requirements for each phase of 
scheduled activation, based on past experience and the specific problems that 
face each individual hospital. 

Consultants and attendings.—The required sum for hospital consultant and 
attending services of $756,000, when added to funds available for this purpose. 
will permit hospitals, both old and new, to use approximately $1,900,000 for the 
third and fourth quarters of fiscal year 1953 as compared with the first quarter 
fiscal vear 1953 usage of approximately $2,127,000. which sum approximates the 
quarterly ave®age for the fiscal year 1952. In effect all old hospitals, plus at 
least 12 of the new ones, will be using some $200,000 less during third and fourth 
quarters than was used by the old hospitals alone during the past fiscal year 
and during the first quarter of the current one. The importance of consultants 
and attendings in veteran medical care cannot be stressed too strongly. 

An additional sum of $225,000 is required for minimal staffing of consultants 
and attendings in the regional offices. In addition to providing treatment to 
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veterans where the workload does not justify full-time employment or where 
full or part-time employment is not available, the use of these consultants re- 
sults in savings to the Veterans’ Administration medical program in the fol- 
owing ways: 

a. Reevaluation of the extensive fee-basis outpatient medical treatment 
program, which should ultimately reduce costs through control of treatment 
levels. 

b. Supervision of outpatient treatment techniques in special clinics for 
eligible veterans who would otherwise require prolonged hospitalization at 
higher costs. 

c. Adequate consultant and attending staffing which makes possible maxi- 
mum use of regional office facilities. 

Employee travel.—An additional sum of $75,000 is requested for use in both 
old and new hospitals. In the old hospitals, $55,400 will be needed to cover the 
travel of medical attendant personnel with patients, of professional personnel 
being relocated where most acutely needed, of safety and fire-protection per- 
sonnel and of consultant specialists needed in patient treatment, particularly in 
isolated locations. Practically all hospital travel is directly related to patient 
care and treatment. For new hospitals, it is considered that $19,600 will be the 
minimum needed. The opening of a hospital demands detailed professional 
planning prior to and during activation, which occasions considerable super- 
vision and travel. In addition, the assembling of professional staffs at the new 
hospitals, involving transfer of trained personnel from all parts of the country, 
creates additional travel fund requirements. 

Employee travel fund shortage is seriously reducing the effectiveness of the 
regional office outpatient program. Social service workers are not able to make 
the necessary visits to TB, NP and other chronic patients who are home on trial 
visits at a saving to the hospital program. Medical personnel called on to make 
bedside examination of seriously ill patients are obliged to limit visits because of 


clack of funds. Specialist travel in connection with treatment reevaluation is re- 


stricted. The requested additional sum of $57,000 will make possible only the 
most essential portion of the total amount of employee travel which should be 
permitted this major medical activity. These funds are primarily concerned 
with direct medical care. 

Initial supplies —The additional sum of $2,000,000 will be required for unit 
assemblies of all types of supplies, including drugs, appliances, and so forth, 
essential to activation of new hospitals. Hospitals already opened during this 
fiscal year have received these assemblies in varying extent, and sufficient funds 
are available to complete delivery during the remainder of the fiscal year. The 
requested funds are required for the group of hospitals opening after December 
31, 1952. Lack of funds for these supplies will make it impossible to realize 
the patient loads that may reasonably be expected in the various stages of 
activation of these hospitals. 

Provisions.—Additional funds amounting to $650,300 are required for the 
feeding of patients, employees, and others in the new hospitals. These require- 
ments have been projected on the basis of costs derived from current obligation 
experience. 

All other operating requirements.—The sum of $1,086,200 is the minimum 
additional requirement for all other operating purposes in all the new hospitals. 
This includes costs of communications, utilities, fuel, transportation, rentals, 
supplies and materials, various contractual services such as fee-basis specialists, 
ambulance service repairs, and so forth, equipment, and burials. The require- 
ments for these hospitals have been carefully geared to their activation schedules 
and obligational experience of comparable new hospitals already activated. 


RESUME OF CENTRAL OFFICE ACTIONS TAKEN TO MEET APPROPRIATION LIMITATIONS, 
FIscaL YEAR 1953 


VETERANS’ ADMINISTRATION, 
July 18, 1952 


BOOK MESSAGE 
{\LVARO Except Manila: 

Priority (Medical) budgetary limitations for fiscal year 1953 require establish- 
ment of your program 8610 ceiling at number of man-years required for full- 
and part-time employees on duty July 15, 1952, in all subprograms. Employment 
commitments nay be maintained only to extent positions are essential to care 


¢ 


of veterans and can be absorbed by September 1, 1952, within ceiling revised 
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as above. Therefore, you are requested to report separately for “Mental 
giene,” “Dental,” “All other medical,” and each special or trainee program ( 
the number oi full-time employees and (6) number of full-time equivalent ma) 
years required for part-time employees actually on duty July 15. Your revised 
ceiling will be confirmed subsequently by letter. Excess first-quarter “Personn 
services” funds will be retained for application to second-quarter needs pu 
suant to instructions now in preparation governing allotment requests for second 
and succeeding quarters. Your report by return TWX should be forwarded tv 
Chief Medical Director, Veterans’ Administration, Washington, D. C., Atten 
tion of Medical Statistics Division. Reports Control Symbol 10CB—175-S has 
been assigned to this onetime report. 

H. V. Srrrrine 


VETERANS’ ADMINISTRATION, 
August 5, 1952. 
Vanagers, All Veterans’ Administration Hospitals, Domiciliaries, and Centers 
With Hospital Activities Ercept Veterans’ Administration Hospitals at 
Boston, Mass.; Iowa City, Iowa; Madison, Wis.; Phoenia, Ariz.; Salt Lake 
City, Utah; Baltimore, Md.; Kansas City, Mo.; East Orange, N. J., and 
Philadelphia, Pa.: 

Priority (medicine) current on-duty strengths in hospital 8400 and domiciliary 
8500 programs exceed considerably the average employment that can be sup 
ported by the fiscal-year-1953 appropriation. Insofar as possible, it is desired 
to effect necessary staffing reductions through normal attrition rather than 
resort to other measures. Reduction to budget allowances will be accomplished 
as follows: 

(a) Personnel ceiling for programs 8400 and 8500 are hereby established, 
temporarily, at the number of full-time equivalent man-years required fo: 
personnel actually on duty in these programs August 5, 1952. 

(>) It is requested that you report by return TWX to the Chief Medical 
Director, Washington, D. C., attention of Medical Statistics Division, your total 
program 8400 and total program 8500 full-time equivalent man-year requirement 
for August 5, 1952, on-duty personnel, as above. 

(c) Present maximum limitations for special and trainee programs remain in 
effect, and all appointments of personnel to such positions, whether directed by 
central office or accomplished locally, will be made in accordance with paragraph 
(e), this message. In the event that these limitations remain unused for the 
purpose for which allocated and are required elsewhere in the overall program, 
they will be withdrawn by central office at a later date. 

(d) Prior commitments to doctors, dentists, nurses, or other personnel will be 
honored in accordance with the provisions of paragraph (¢), this message. 

(e) Pending receipt of your revised ceiling, only absolutely essential vacancies 
will be filled, except that less essential occupied positions may be abolished, if 
necessary, to provide for appointments under paragraphs (c) and (d) above. 

The provisions of section 5 of my letter of July 9, 1952, regarding interchange- 
ability of full- and part-time equivalents between subprograms or within any 
subprogram remain in effect, except as qualified by paragraph (c) above. 

Where applicable, this TWX (1) will be considered as an answer to your 
replies to my letter of July 9, 1952, and the Administrator’s TWX of July 15, 
1952, and (2) supersedes any instructions which are in conflict herewith. Re 
ports Control symbol 10CB-—S has been assigned to this onetime report. 

H. V. STIRLING. 


VETERANS’ ADMINISTRATION, 
September 30, 1952. 
Managers, All Veterans’ Administration Hospitals, Domiciliaries, and Centers 
With Hospital Activities Except Veterans’ Administration Hospitals at 
Boston, Mass.; Iowa City, Iowa; Madison, Wis.: Phoenix, Ariz.; Salt Lak 
City, Utah; Baltimore, Md.; Kansas City, Mo.; East Orange, N. J.; and 
Philadelphia, Pa.: 


Your revised full-time equivalent ceiling is established at under pro- 
gram 8400 and _. under program 8500, effective October 5, 1952. The 
program 8400 total covers personnel previously charged to program 8620 as 
well as a total of —- _._ full-time equivalent covering ceiling previously 
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wuthorized for special and trainee programs. <A detailed breakdown of the 
witations for special and trainee programs will be forwarded by separate letter. 

(1) Managers will be responsible for determining where reductions in per- 
sonnel will be made and for distributing such reductions so that proper balance 
< maintained between low- and high-bracketed employees and will insure that 
personnel officers are notified not later than Thursday, October 2, 1952, which 
positions are to be eliminated. Personnel officers will be required to have 
reduction-in-force notices delivered to affected employees not later than Sunday, 
October 5, 1952, so that they will have received full 30-day notice on active duty 
hy November 4 close of business. 

(2) The Commission's retention-preference regulations and current Veterans’ 
\dministration directives on the conduct of reduction in force will be complied 
with. In the case of reductions in competitive service positions, the monthly 
report of critical vacancies will be brought to the attention of the employees 
concerned. 

(3) Vocational advisement employees now carried under program 8400 who 
were formerly charged to program 5000 will not be issued notices of separation 
pending receipt of specific instructions regarding the vocational counseling 
service Which will follow. 

(4) Any physician, dentist, nurse, or dietition who is made surplus as a 
result of this action will be reported to the Chief Medical Director not later 
than Monday, October 6, 1952, indicating name, grade, specialty, and location 
preference, in order that they may be made offers of transfers to other Veterans’ 
Administration installations. No reduction-in-force notices will be issued te 
such personnel. 

(5) Report of reduction-in-force (RCS 5E-2) where reductions are to be 
made will be furnished to the Assistant Administrator for Personnel within 
\ days following issuance of any reduction-in-force notices. 

Ceiling authorized herein may be exceeded for the period October 6, 1952, 
through November 4, 1952, in order to carry out reduction-in-force procedures 
und to retain physicians, dentists, nurses, and dietitians pending placement. 


H. V. STIRLING. 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., October 1, 1952. 
{ll Regional Offices Except Manila. 

DEAR Str: Effective immediately your revised program 8610 ceiling is estab- 
lished at —— full-time equivalent, with distribution as indicated on the 
attached chart. Within the totals authorized for mental hygiene, dental unit, 
and all other, full-time and part-time personnel may be used interchangeably. 
Adjustment between these three categories, where required to meet a temporary 
situation, may be effected without central office approval, provided the total 
program 8610 ceiling is not exceeded. However, any permanent change to the 
ceiling distribution hereby established for mental hygiene, dental unit, and all 
other must receive prior central-oftice approval. 

The limitations for special and trainee program are included in the total 
ceiling, and represent the maximum number of positions which may be used 
for each special and trainee program. Any increase in the special or trainee 
limitations must receive prior authorization of the Chief Medical Director. In 
the event that these limitations remain unused for the purpose for which allo- 
cated and are required elsewhere in the overall program, they will be withdrawn. 

The elimination of SF 1009, Public Voucher for Purchases and Services Other 
than Personal, as prescribed by TB 4-79, dated September 8, 1952, will result 
in reduced personnel requirements in the Fiscal and Vouchering Group of your 
Medical Division. Therefore, your program 8610 ceiling as specified in para- 
¢raph I above will be reduced by full-time equivalent, effective December 1, 
1952. 

Where reduction in force is necessary to bring employment within the revised 
ceilings, including ceilings effective December 1, 1952, reduction-in-force notices 
will be issued to affected employees at the earliest date possible and in no event 
later than October 31, 1952. Employees to whom reduction-in-force notices are 
issued will be retained in an active-duty status for 30 full calendar days and 
separated in lieu of furlough in accordance with the policy of this agency. 
Separations and/or reassignments resulting from notices of separation will be 
accomplished so as to be.completed not later than November 30, 1952. 
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All physicians, dentists, and nurses who are surplus under the revised ceiling 
will be reported to the Chief Medical Director, indicating name, grade, specialt 
and location preference. In the case of reductions in positions in the classified 
service which are not centralized in central office, the monthly report of po 
tions wherein critical vacancies are published will be brought to the attention 
the employees concerned. Reports required by M5-2, part I, paragraph 13.16 
as amended by my letter of August 16, 1949, subject: Revision of Retention 
Preference Regulations (R. C. 8. 5E-2) will be submitted. 

Where applicable, this letter will be considered as an answer to all progra 
8610 ceiling requests to which you have not received a specific reply, and super- 
sedes any instructions which are in conflict herewith. 

Sincerely yours, 
H, V. STrrcinG, 
Deputy Administrator. 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., October 10, 1952. 
Managers, All VA Hospitals, Domiciliaries and Centers With Hospital Activities 
Except VAH, Boston, Mass., VAH, Iowa City, Iowa, Madison, Wis., Phoeniz, 
Ariz., Salt Lake City, Utah, Baltimore, Md., Kansas City, Mo., East Orange, 
N. J., Philadelphia, Pa.: 


DEAR Str: Reference is made to my teletype dated September 30, 1952, which 
established your revised full-time equivalent ceiling at ——— under program 84/0 
and - under program 8500. The program 8400 total covers ceiling previously 
authorized under program 8620, and includes ceiling for special and trainee 
programs. Subsidiary limitations for special and trainee programs have been 
established within the overall total, as indicated on the attached breakdown. 
Any necessary adjustments may be made between subprograms and between fuil 
time and part-time employment, provided the totals for program 8400 and 
program 8500 are not exceeded. 

Ceiling previousiy authorized under program 8200 (research) is continued at 
the existing level as indicated, and is in addition to the revised ceiling for pro- 
grams 8400 and 8500 authorized herein. 

The limitations for special and trainee programs represent the maximum 
number of positions which may be used for each subprogram. Any increase in 
the special or trainee limitations must receive prior authorization of the Chief 
Medical Director. In the event that any of these limitations, other than the 
Personnel Division limitation, remain unused for the purpose for which allocated 
and are required elsewhere in the overall program, they will be withdrawn. 
Where managers determine that the Personnel Division limitation is in excess to 
actual needs, the excess teiling may be used in any activity which is not subject 
to special or trainee ceiling limitations, as will contribute to the most effective 
operation of the station as a whole. 

The Vocational Counseling Service has been added to the spe¢ial limitations 
at certain stations. The ceiling authorized for this purpose covers vocational 
advisement employees previously carried under the regular program 8400 ceiling. 
Detailed information is being furnished in an all-station letter regarding the 
transition to be made from the vocational advisory program as it is presently 
constituted to the Vocational Counseling Service as authorized by change 128 
to MEC+4. At stations now having vocational advisement personnel for which 
no special limitation is authorized for the Vocational Counseling Service, the 
vocational advisement program may be continued as an interim measure, pro- 
vided that this can be done within the revised program 8400 ceiling established 
by my teletype September 30, 1952. 

Two new training categories have been added, to provide for personnel 
technician trainees and engineer officer trainees at selected stations. A train- 
ing program for the Vocational Counseling Service will be established in the near 
future, and ceiling will be authorized subsequently for this purpose at the 
stations selected for this training program. 

This letter will be considered as a reply to any requests for ceiling or in- 
quiries regarding your ceiling to which you have not received a specific reply. 

Sincerely yours, 
H. V. StTrrirne, 
Deputy Administrator. 
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REVISED CEILING—PrRocRAM 8000 


Total full-time equivalent | Program 8200 | Program 8400 | 


mum limitations for special and training programs (included in program 8400 
total shown above) 


Total 
Special programs full-time 
quivalent 


e Shop GMS-TB Residents 
tie Artificial Eye Laboratory; Psychiatry Residents 
ral Dental Laboratory Neurology Residents 
sia Clinie 
logy Unit Total Resident Physi 
ence Laboratory Resident Dentists 
il Illustration Laboratory Internes (Medical) 
Rehabilitation Unit Internes (Dental) 
] Record Library Orthopedic Mechanic Trainees 
itional Counseling Service | Student Occupational The 
rsonnel Division pists 
Social Worker Trainees 
Student Dietitians 
Pharmacy Trainees 
Hospital! Administrative Resi- 
dents 
Personnel Trainees 
Engineer Officer Trainees __. 


Total Special Programs Total Training Programs 


Admiral Boone. I think it is pertinent, because we touch on it on 


page 1 of my statement, to say this : “Definite action taken in the recent 


past to preclude a Supplemental request, if possible, included the 


following measures,” which are enumerated, and then the action we 
soaies in summarizing to meet the budget cut. There are a few of those 
| might enumerate and then show, if you think it is pertinent, how 
we met this cut to the best of our ability. 

Mr. Putuires. Yes. 

Admiral Boonr. While Congress did not require a reduction in the 
central office staff, i in view of the fact we had to cut 2,250 in the field 
staff, I volunteered to make a 5 percent cut in the central office staff so 
that the field and the central office shared in this cut. I thought that 
vas equitable and would maintain the morale of the staff, even though 
it was not required in the instructions of Congress. That amounted 
to $210,000. 

Then there was a 25 percent or 
travel. 

A 10 percent or $350,000 reduction in special services, recreational 
and religious welfare items; a reduction of 385 beds from Federal 
contract hospitals to absorb $2 million; a reduction of $500,000 in 
maintenance and repair funds; a reduction of 575 average employ- 
ment, or $3 million, in outpatient salary funds, 

Medical-fee basis funds were cut $1 million, or 10 percent. 

Dental-fee basis funds were cut $4.7 million, or 1624 percent. 

Consultant and attending funds were reduced by. $1 million, or 
l24 percent. 

Mr. Puriires. Doctor, when you say funds were reduced by so much, 
you mean the original request for supplemental funds has been reduced 
by so much ? 


29810—53———-13 


$366,000 reduction in employee 
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Admiral Boone. No, sir. We cut to meet the $31 million reduction 
from the sum included in the 1953 budget. 

General Gray. This is the detail of the cuts that the Medical Depart- 
ment made. 

Mr. Puuuwirs. On July 1? 

General Gray. That is right. 


REDUCTIONS IN MEDICAL PROGRAM 


Admiral Boonr. The hospital program was reduced by approxi- 
mately $13 million additional through employment reductions, de- 
creasing depot inventories, and general curtailment in all items of 
hospital expense. 

(The matter above referred to is in full as follows:) 

1. The following actions were taken immediately subsequent to the passage of 
the fiscal year 1953 Independent Offices Appropriation Act to absorb a reductior 
of $30,123,684 from the amount requested in the President’s budget. This reduc 
tion left $670,318,684 available for the medical and hospital programs, an amount 
that was approximately $5 million less than actually obligated for normal 
operations during fiscal year 1952. 

a. Five percent or $210,000 reduction in departmental ancillary and DMS 
staffs. 

b. Twenty-five percent or $366,000 reduction in employee travel. 

ec. Ten percent or $350,000 reduction in special services recreational and 
religious welfare items. 

d. Reduction of 385 beds from Federal contract ‘hospitals to absorb $2 million. 

e. Reduction of $500,000 in maintenance and repair funds. 

f. Reduction of 575 average employment or $3 million in outpatient salary 
funds. 

g. Medical fee basis funds cut $1 million or 10 percent. 

h. Dental fee basis funds cut $4.7 million or 1634 percent (see item 6 for 
$414 million further reduction). 

i. Consultant and attending funds reduced by $1 million or 1214 percent. 

j. Hospital program reduced by approximately $13 million additional through 
employment reductions, decreasing depot inventories, and general curtailment 
in all items of hospital expense. 

Admiral Boone. That is the way the cut was made, straight across 
the board. 

In our effort to try to meet and live within it—and we made a very 
serious and conscientious effort—we have found it impossible to do 
so. We cannot staff our hospitals on completion so that they can take 
the maximum patient load. We cannot open our new hospitals be- 
cause of the restrictions on money for the staff from now to June 30. 
We have inadequate funds for consultant fees, and that is most impo1 
tant in supplementing our full-time staff. Additional funds are 
needed for employee travel. We cannot police our hometown care 
programs as we should. We cannot move personnel as required. 

Mr. Pumures. Thank you, Admiral. 

Does it not seem odd to you that the Veterans’ Administration could 
have justified their budget for fiscal year 1953 in the latter part of 
the third quarter of last year, and you should then discover, only 
4 months later, that all these things could not be done on the basis 
of the amount of money you received ? 

Admiral Boone. We had a lot of new obligations brought upon us 
at the end of the Congress by more new laws, 

Mr. Prius. That did not have very much effect upon these items 
you have justified, did it? 

Admiral Boonr. They had some effect on the whole medical pro- 
gram; also our veteran population is increasing about 1 million a 
year. 
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Mr. Puitires. You were aware that these activities were coming 
into being ? 

Dr. Boone. Yes, sir, and we asked further money for it. Had we 
wotten the money we asked, we would then had what we consider is 
the requirement to meet our obligations. 

Mr. Puttres. Before we proceed to the next five items, do other 
members of the subcommittee have any questions on the section we 
are just about to leave ? 

Mr. Corron. I want to ask Admiral Boone. I judge from your 
last answer that a substantial portion of your supplemental requests 
are to reimburse or replace funds that were denied you by the Con- 
gress in your regular request for fiscal 1953 4 

Dr. Boonr. Up toa point. It is not all we requested of the Bureau 
of the Budget. 

Mr. Corron. Well, I will rephrase my question. A substantial por 
tion of your supplemental hens is to take the place of funds that 
you sought for regular fiscal year 1953 and were denied either by the 
Bureau of the Budget or by the Coca ess ? 

Dr. Boonz. That is right. 

Mr. Corron. Approximately what portion of this supplemental 
request is to take the place of what was denied you for 1953? Just 
roughly. One-half or three-fourths, or what? 

Dr, ¥ NE. The entire amount. 

Mr. Corron. So, no part of this request is due to unforeseen ex- 
penses W whic ‘h have occurred since ? 

Dr. Boone. Mr. Congressman, may I explain ? 

We discharged 2,250 people from old hospitals some of which we 
intended to Casale to new hospitals and we had to release trained 
people. Now we have to recruit and train new people to staff the 
new hospitals. 

Mr. Corron. I understood you to say some portion of this supple- 
mental request was occasioned by new obligations placed on you by 
Congress with reference to Korean veterans and others. 

General Gray. May I clarify that, Mr. Congressman. The general 
statement does not. always apply to each detail with respect to the 
V.R. and E., but is almost wholly due to the Korean situation, and as 
the admiral just indicated, we are asking for money which would 
pe rmit us to reemploy and staff the hospitals that have opened or are 
to be opened during current fiscal year. Does that clarify it / 

Mr. Pumps. You say you fired 2,200 people who were very difficult 
to replace ? 

Dr. Boonr. Yes, sir. I say they were trained people. 

Mr. Puiurs. Will you, then, put at that point in the record the 
breakdown again of just exactly how many people in these various 
categories you fired in the 2,200, such as doctors, dentists, and nurses / 

Dr. Boonz. We did not fire : any doctors. 

Mr. Pumairs. Well, plumbers and people who mow the lawns and 
people who do maintenance work and attendants around the hospital ? 
Will you put that in at this point? 

Dr. Boonr. Well, we have the mechanics, the boilermakers and 
firemen. 

Mr. Puiurrs. Break it down and put it in the record at this point. 
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Summary of medical personnel losses in old hospitals as a result of the Nov. 5 
1952, reduction in force 

Physicians 

Dentists 

Nurses 


Total 


+ Represents full-time equivalent of personnel lost due to failure to accept transfer offers 
to other vacant positions in new hospitals. 


2Includes Engineering Division, Special Services Division, Supply Division, Finar 


Division, Manager’s Office, Communications and Records Division, Contact Division, 
Personnel Division. 


Dr. Boonr. This is about physicians, dentists, and nurses. We 
did not release any. 

Mr. Pricuips. You just said you fired 2,200 trained people, and 
Tam asking you to put in what the categories were. 

Dr. Boonr. We will be very happy to, but they are not doctors. 

Mr. Pututres. A minute ago you said that some of the additional 
expense of this money that you are asking for in item 1201, or what- 
ever your part of the program is called, was caused by the Korea: 
veterans, and the general has clarified that to say it does not include 
Korean veterans, except in certain categories. 

General Gray. Mr. Congressman, we have a large medical load. 
The number of Korean veterans who have the authority and right 
and want to enter our hospitals is a portion of the medical load 
This supplemental request specifically is to provide funds for staff 
to open new hospitals. 


CoMPENSATION AND PENSIONS 


Mr. Puituirs. Let us take the next item, which is $237,573,000 for 
compensation and pensions. Who will discuss that? 

Mr. Howarp. I will cover that. 

Mr. Putiurrs. When did you get up these figures, Mr. Howard ? 

Mr. Howarp. Thosé figures were made up about last November, | 
believe, Mr. Chairman, and they were checked on again last week. 
There has been no change, and this is as a result, Mr. Chairman, of 
the passage of three public laws by the 82d Congress. 

Public Law 356, which amended the rights; Public Law 357, which 
increased the income limitation in order to pay pensions; and Public 
Law 427, which increased the statutory rights, such as amputations. 

Mr. Puitiies. Where in these items is any money for new pros- 
thetic devices? 

Mr. Howarp. That item would not be under this heading. 

Mr. Pures. Is it in this supplemental at all? 

Mr. Howarp. It would not be under compensation and _ pensions. 

Mr. Puiuies. I understand that, but I am asking where it is. 

Mr. Howarp. We did not ask for any specific amount for that. 

Mr. Puiuties.. What you are asking for is $237 million? 

Mr. Howarp. $237,573,000, Mr. Chairman. 

Mr. Putures. Mr. Howard, if you made this up in October or 
November, which means it runs for 7144 months at least, and even if 
you checked it now, it has still 5 months to go, how can you come 





n 


itional 
' what- 
Corear 
nelude 


1 load. 
l right 
1 load. 


r staff 


900 for 


ad? 

nber, I 
t week. 
nan, of 


, which 
Public 
tations. 
V pros- 


snsions. 


yber or 
even if 
u come 


195 


within any touching distance of what you think it actually will be 
at the end of the year? 

Mr. Howarp. This supplemental budget reflects an increase of 10.88 
percent from our original budget estimate for the fiscal year. How- 
ever, 9.93 of this 10.88 percent is due to the enactment of the amenda- 
tory legislation, which means that when we made our original esti- 
mate for fiscal year 1953, we were less than 1 percent in error. So, 
] feel like this is a pretty accurate statement. 


READJUSTMENT BENEFITS 


Mr. Puiuuips. The next item is $125,418,000 for readjustment 
benefits. Who is to justify that? 

General Gray. Mr. Coile. 

Mr. Comer. Mr. Chairman, the details of that are presented, begin- 
ning on page 19. 

Mr. Puiiurrs. Your original estimate was $206,058,000. You may 
proceed, Mr. Coile. 

Mr. Core. This arises because of the increased number of men who 
are expected to pursue courses during this fiscal year as a result of 
the enactment of Public Law 550 on July 16, 1952. No provision was 
made in the original 1953 appropriation for any veterans pursuing 
courses under the provisions of that act. 

Mr. Putuies. Of the Korean war? 

Mr. Come. Yes, sir. I might say, however, that this matter of 
estimating the number of veterans who will avail themselves of courses 
on educational training is right difficult and we have to adjust our 
estimates and forecasts from time to time. 

Actually, the appropriation for fiscal year 1953 contemplated a 
total of 526,489 veterans in training under all laws. We now think 
that the number will be in the neighborhood of 755,000, largely be- 
cause of the Korean bill and there will be some additional that will 
avail themselves under the acts that made benefits available to World 
War IT veterans. 

Mr. Putuies. Will you know any more accurately 2 months from 
now ? 

Mr. Corte. We will have that much more experience. The mo- 
mentum of the Korean bill will have had that much longer to take 
effect. The fact that the bill was enacted on July 18 and the college 
terms started so soon thereafter, made it very difficult for us to tell 
what the situation will be, and we have not had as many going into 
the training as we anticipated. 

Mr. Puiuirs. You have not had time. The second semester at the 
universities has not begun as yet. 

Mr. Corte. That is right. 

Mr. Puturrs. It is very difficult to figure it accurately. 

I think the intent of the committee would be to give you what money 
is necessary, but we do not like to guess at figures. 

Mr. Corr. We are using the very best information that we can 
collect and any change in the attitude of the veterans could have a very 
rapid effect on the enrollment. Under the current law all payments 
go directly to the veterans. 

Mr. Puiiiies. And, of course, they pay the schools? 
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Mr. Comms. Yes, sir, they pay the schools, but this particular appro- 
priation is the money that is paid to the veterans, either under the so- 
called GI bill, Public Law 346 of the 78th Congress, and to the veterans 
under the so-called Korean bill. This does not include payments to 
schools under the Korean bill but it does include payments to schools 
under Public Law 346. 

General Gray. Mr. Chairman, may I insert there one statistical fact 
that I think will be helpful to you in arriving at the estimate of the 
load ? 

Mr. Prtuure. Yes, General. 

General Gray. Today there are approximately 114 million Korean 
veterans who have been separated from the service, and, therefore, 
veterans entitled to these privileges under this act. Information 
which has been given to us by the Secretary of Defense is that they 
intend to rotate 80,000 veterans a month, or 960,000 during the year. 

Mr. Prouuiprs. Yes, but, General, there is an offsetting factor there 
as to how long they are entitled to educational benefits. 

General Gray. They certainly are entitled to education in excess 
of the time that we are asking for this money for. 

Mr. Priuips. Yes, but Mr. Coile’s problem is not that directly 
that is a factor, but how much money is he going to need and how long 
are they going to stay in the schools? 

General Gray. This money is only for the period up to June 30, 
1953, and they are all entitled to that much time under their service. 
Now, in that 114 million veterans, since the start of the Korean veter- 
ans’ picture, there are a number of what is commonly called retreads, 
or World War IT men who went back into service and then, who after 
21 months, were released. So, they have accommodation under that 
proposition of veterans’ rights, having either utilized or fulfilled their 
obligations under Public Law 346. 

Mr. Prouires. Do these boys that are coming back from the Korean 
war, do they have the educational rights that the boys had when they 
came back from World War II, for equivalent service ? 

Mr. Core. The length of time and the entitlements will not be as 
extensive as the average of World War II, but they will have a 
sufficient entitlement to justify an expectancy of their using their 
entitlements between now and June 30. 

Mr. Puiuirs. You had better make a little table for us, Mr. Coile, 
if you can, and put it in the record, and see if you can forecast what 
this is likely to be. 

Mr. Cortzr. Do you mean, ultimately ? 

Mr. Putttirs. Indicate that it is purely an estimate, but it is an 
actuarial statement, as near as you can make it, on what the demands 
will be upon you for this on the basis of our past actuarial history. 

Mr. Corr. Yes, sir. We can do that; we have had some estimates 
along this line. Actually, we do not anticipate that the full impact 
of this will be felt until fiscal year 1955. 

As to their period of entitlement, the maximum period of entitle- 
ment is 36 months and a man who has 24 months of service is entitled 
to that maximum period. 

(The information is as follows :) 





appro- 


the So- 
eterans 
ents to 
schools 


ral fact 
of the 


Korean 
Tefore. 
mation 
it they 
@ year, 
r there 


excess 


rectly: 
Ww long 


ine 30, 
ervice, 
veter- 
treads, 
o after 
or that 
d their 


Corean 
n they 


; be as 
lave a 
- their 


Coile, 
what 


is an 
mands 
story. 
mates 
mpact 


ntitle- 
titled 


197 


ANTICIPATED TRAINING LOAD AND Cost FOR EDUCATION AND TRAINING ALLOWANCE 

It is estimated that an average of 121,000 trainees per month will be enrolled 
under the Veterans’ Readjustment Assistance Act of 1952 during the first year, 
and that ultimately, probably by fiscal year 1955, the training load will attain 
a level of over 600,000 veterans in training per month. 

The cost for direct benefits to veterans in the form of an education and train- 
ing allowance in the first year is expected to be approximately $152,460,000. 
The cost in the leveling-off period will approximate $816,000,000 per year. 

General Gray. May I add one more statistical fact, Mr. Chairman ? 

This Korean picture, as to the anticipation of veterans incident 
to it, is based on the standing Armed Forces today, which are, in 
round figures, approximately 314 million men. 


Veterans’ MisceLLaneovus BEenrrits 


Mr. Puiiurrs. Mr. Coile, are you to tell us about the veterans’ mis- 
cellaneous benefits also ? 

Mr. Com. Yes, sir. This one does not result from the enactment of 
P w) lic Law 550. The details of this are on pages 24, 25, 26, and 27. 

s I understand this request, and I would like for Mr Moore and 

Mr. Baker to correct me if I state it improperly, at the time the 1953 
appropriation bill was enacted, it was contemplated that we would 
have a carryover in this particular fund of about $14 million to start 
the fiscal year. Actually, the carryover was about $10 million, and 
because of that we do not have suffic ient money to pay for the tuition— 
the full amount of tuition—for disabled veterans who are being given 
vocational rehabilitation during the year. However, the needs will be 
met with an additional appropriation of $1,361,000 instead of a res- 
toration of the full $4 million by which the carryover estimate was 
short. 

Mr. Puiiures. When was that estimate made? 

Mr. Corte. The estimate upon which the original appropriation 
was based was made in November 1951. 

Mr. Puinures. And you came out that much short? 

Mr. Come. Yes, sir; as of March 1 of this year. 


SERVICEMEN’sS INDEMNITY 


Mr. Puttxres. Who is here to justify this item ? 

Mr. Beck. I am here to go over that. 

Mr. Puiiurs. Mr. Beck, you are asking for $214 million for serv- 
icemen’s indemnity. I think you had better give us a pretty careful 
background on that. 

Mr. Beck. At the time the original estimate was submitted, which 
was about August 1951, I believe we estimated it would require 
$2,608,000, approximately, to take care of the new claims to be added 
for payment. 

Mr. Prius. Do you have all life insurance ? 

Mr. Beck. This is to pay the claims during the fiscal year and this 
is the serviceman’s indemnity. 

Mr. Pumairs. You are right; but it is the substitute for the life- 
insurance program. 

Mr. Beck. That is right. 
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Mr. Puiuies. Under present conditions a man in the service is noy 
paid what would be the equivalent of insurance under the old system’ 

Mr. Beck. Yes, sir. However, there is a different method of pay. 
ment, but the $10,000 indemnity is what he has. . 

At the time that original estimate was made, the question of the 
extension of hostilities in Korea could not be determined with any 
degree of accuracy, and as losses went higher than anticipated, we 
face a deficiency. At that time the peace talks had not been going 
on very long and we made no provision for the possibility of deaths 
even at the continued rate, and, so, we made an estimate of an amount 
of funds which has now proven to be inadequate in the amount that 
we have requested to finish out the year. 

Mr. Putuures. Again, I ask the customary question: How closely 
do you think you can estimate, as of now, what you will need for ap- 
proximately 5 months? 

Mr. Beck. Well, we have a trend, sir, of claims as of the present 
time and we are estimating that during the rest of this year there will 
be approximately 600 new claims each month. 

Mr. Putures. Suppose you should use all the money that you have 
now, without any consideration of quarters or deficiency acts or any- 
thing like that and you paid out all the money that you have been 


appropriated up to the present time for indemnity, when do you think 
you would run out of money ? 


Mr. Breck. I think we would run out of money in April. 

Mr. Jonas. Did I understand you to say that there would be about 
600 claims a month based on your estimates? | 

Mr. Breck. Those are new claims that are occurring under the In- 


demnity Act. The others are continuing claims for a period of 10 
years on a monthly payment basis. Those are the new ones each 
month. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Mr. Pururrs. I am very anxious to hear why we need $1,423,500 
for grants to the Republic of the Philippines. 

Mr. Corsrrr. Mr. Chairman, the request for the 1953 appropria- 
tion was made in the summer of 1951. At that time the Manila office 
of the Veterans’ Administration advised us there were 293 veterans 
in the hospital there. We estimated at that time for fiscal 1953 there 
would be an average patient load of 600 at $8.50 per day. 

Mr. Putuutes. All right, let us make the record clear on this. This 
is for payments to the Republic of the Philippines to take care of 
American soldiers? 

Mr. Corerrr. No, sir; this appropriation comes as grants-in-aid 
for hospitalization as provided for in Public Law 865 of the 80th 
Congress, which authorized not to exceed $3,285,000 each fiscal year, 
not to exceed 5 years. 

Mr. Puities. You mean this all carries over from World War II? 

Mr. Corsitt. Yes, sir; these are all World War II veterans. 

Mr. Pututrs. No new ones are being added ? 

Mr. Corstrr. Only those with service before July 1946. 

Mr. Putures. And you were that far short of your estimate? 

Mr. Coretrr. Yes, sir. 
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Mr. Pures. How could you have been ? 

Mr. Corsirr. The program has progressed that much beyond our 
expectations. As I said, we estimated this in the summer of 1951 

Mr. Puiiurrs. You mean that many patients—Philippine patients— 
are going into the hospitals who were not there before ! 

Mr. Corsrrr. That is correct and at an accelerated rate. We had 
at the end of December 1952, 874 patients hospitalized and the average 
daily cost was $9. So, we estimate that before the end of the current 
fiscal year we og have an average daily patient load of 1,000 at an 
average cost of $ 

Mr. PHruirs. 1 think we had better hear from someone as to what 
physical disability they are going in for. 

Mr. Corpirr. Of course, they all have service-connected disabilities. 

Mr. Putures. Every one of these patients is service cannected ? 

Mr. Corsrrr. Every one of them and they have been so determined 
by - office at Manila. 

+, Putiiies. Will you break it down for the record as to the types 
of au ases 4 

Mr. Corsrrr. I do not have with me, sir, a list of all the various 
disabilities. 

Mr. Putturs. Can you get that ? 

Mr. Corsrrr. I think we can. 

Mr. Pututrs. I think you might put that in, because it seems to 
me here 8 years after the cessation of World War II we are having « 
constantly increasing load. 

You would anticipate that it would be in only three or four cate- 
gories as to physical disabilities, would you not? 

Dr. Boonz. Yes, sir; cases such as TB and heart ailments and com- 
plications following injuries during the war and such things as that. 

Mr. Paruirs. Do you have any “idea what the classifications are? 

Dr. Boonr. No, sir. 

Mr. Corsirr. Mr. Chairman, I do have this information available 
as of December 31, 1952. There were 874 patients hospitalized, 480 
of whom were TB patients, 18 NP patients, and 381 G. M. and S. 

Mr. Puiutes. There is a pretty well-established graph of veteran 
patients, beginning with the end of a war and back to World War I 
and World War I and moving over the intervening years, and until 
it reaches a peak and then goes down. Does it not seem to you that 
this is in excess of that anticipation and analysis for the continent or 
for the homeland ? 

Dr. Boonr. I should say here that I was surprised as to the increase 
there, but I am not acquainted with these figures in the Philippines, 
but I would be very interested in exploring them. 

Mr. Pures. I think you had better do that, Mr. Corbitt, before 
this committee decides on the answer to your request for supplement: iry 
money, and give us a pretty careful analysis of just what is happening 
in the Philippines. 

(The additional information is as follows :) 
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Analysis of disabilities of the 1,301 Philippine veterans who have 
hospitalized under Public Law 865, 80th Congress, since the be ginning of 
program in April 1950. (On Dee. 31, 1952, only 874 of the above veteran; 
remained in the hospitals.) 


Vumber of | 
Class of disability veterans Class of disability 


Bones and cartilages s 5 13} Parasitic diseases__ 
Circulatory system = 24 | Psychoses ___-_~- 


Communicable and infectious dis- | Respiratory system 


eases .._- 21) Skin and its appendages_ 
Digestive system 13| Tuberculosis, pulmonary 
Ear, nose, and throat animes Tere once 
Endocrines ‘ | Miscellaneous _ 
Eye and annexa_____- : 35 | Amputations__- 
Genito-urinary system- Fractures — as 
Hernia_ ; 3 | Tuberculosis of other organs____ 
Joints and bursae_________- _ 100} Epilepsies_____- pt AS2 
Muscles and tendons [ 2, 234 | Psychoneuroses 
Organic nervous system____-_~- 59 


The current hospitalization phase of the program began late in fiscal yea 
1950. Although the full amount authorized, $3,285,000, was appropriated fo 
each of the fiscal years 1950 and 1951, only $30,883 was used for the first year 
and $350,993 the second year. In view of the large excesses during these years, 
only $1,100,000 was requested and appropriated for fiscal year 1952, an amount 
which fell short of meeting requirements of the growing program during that 
year by $300,000. However, this deficit, caused by increasing costs and an wu 
anticipated number of participating veterans, on account of a time lag in sub 
mission of vouchers, was not discovered in time for the trend to be reflected 
the fiscal year 1953 appropriation request. 

Both the number of veterans and the costs for each have increased steadil 
since the inception of this program, Information as to the benefits provided 
under the new law traveled slowly in the Philippines. Applications built uy 
slowly. Early per diem costs were unusually low. Barly treatment was based 
on Philippine standards and amounted to little more than bed and board. Many 
expensive drugs, particularly those for tuberculosis, simply were not available 
As the program progressed, however, and information spread as to the benefit, 
more and more American treatment standards and medicines were used, i: 
cluding the new antibiotics, and costs, of course, rose. These trends ocenrred 
against a background of generally rising living costs, which further contributed 
to the overall payments. 

The funds required for current hospitalization depend upon two factors 
(1) the average number of veterans to be hospitalized, and (2) the cost per 
patient day. The original appropriation of $1,861,500 for fiseal year 1953 was 
based on an average of 600 veteran patients hospitalized at $8.50 a day. Present 
indications are that a maximum average of 1,000 veterans will be in hospitals 
at a maximum of $9 a day. This will require an additional amount of $1,423,500 
bringing the total for the year to the maximum amount atthorized. 

Although this hospitalization program is conceived and executed as grants 
in-aid, it ultimately is a veterans’ benefit program under which a group of 
veterans who meet certain legal requirements become eligible for the hospitaliza 
tion benefit at United States expense at least for a period of 5 years. Reimburse- 
ment vouchers received from the Philippine Government are audited by th: 
Veterans’ Administration according to the legal eligibility of the individual 
veterans for whom hospitalization has been furnished. The large amounts of 
the early appropriation reverting to the Treasury are a result of these procedures 
and the fact that only a small number of eligible veterans availed themselves 
of the benefit. It is believed that these considerations justify an appropriation 
based on maximum anticipated expenses to avoid embarrassment should legal! 
reimbursement requirements, within the $3,285,000 limitation exceed the amount 
appropriated. 

In connection with the audit of requests for reimbursement received from 
the Philippine Government it may be stated that the Veterans’ Administratio: 
participated in the supervision of the entire hospitalization program and through 
cooperation with appropriate Philippine Government authorities maintains effe 
tive control on all matters affecting the interests of the United States. 
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PHILIPPINE VETERANS HOSPITAL 


Mr. Pritzires. Some time ago you had up here the question of a 
hospital in the Philippines. Can some one tell us about that‘ I 
believe Mr. Thomas has some comment to make on that. 

Mr. Tuomas. The committee is interested in what became of th 
spital for the Philippines. The committee was very interested in 
t and we wrote in our report that we were not trying to kill the thing, 

t we were of the opinion that there was a certain amount of water 
involved in the estimate. 

What did you do with your estimate, Mr. Corbitt? 

Mr. Corsrrr. Following the reports of the committees of the Senate 
and the House, General Gray communicated with the Secretary of 
Y: itional Defense of the Philippines and made known your wishes. 
The Philippine Government agreed to scale down the size of the 
hospital, and now it is proposed that they will be able to build a 

hospital with available funds, the present capacity being reduced 
from 722 to 672 beds and the buildings being reduced from approxi- 
mately 25 to 13. 

Mr. THomas. What was the amount of money appropriated! It 
was $9,400,000, was it not? 

Mr. Corsirr. $9,400,000. 

Mr. THomas. And you wanted $5 million additional 

Mr. Corsitrr. Yes, si 

Mr. Putiiies. You are now going to build it for $9,400,000? 

Mr. Corsrrr. That is the present plan. 

General Gray. The proposition is now, Mr. Chairman, that the 
Philippine Government, which showed justification from a patient 
load for the other size hospital, but in view of the action of the Con- 
gress and its expressed desire, has permitted the architectural redesign 
of the smaller hospital with lesser facilities, as being satisfactory and 
we expect to be able to get it within the $9,400,000 originally appro- 
priated, 

Mr. Pures. How many patients did you plan for a year ago, 
and how many did you reduce it 4 

Mr, Corsrrr. It was planned for 722 and is to be reduced to 672. 

Mr. Puiuips. That is only a reduction of about 50 patients. 

General Gray. In our statement we gave you the reductions in cer- 
tain buildings and facilities to be provided. The hospital now is not 
as complete as originally contemplated with respect to NP and TB 

and separate buildings and research laboratories, and so forth. 

Mr. Puriurps.. I remember it ver y well now. 

General Gray. The buildings and facilities were reduced. We are 
fulfilling your desire and the Philippine Government has agreed to it. 

Mr. Corerrt. Mr. Chairman, we have with us today Mr. Kramer, 
who has been the assistant manager of our Manila office for several 
years, and he possibly has some ‘detailed information about this, if 
you care to hear from him or ask him any questions. 

Mr. Cuamman. Yes, we would be delighted to hear from Mr. 
Kramer. 

Mr. Kramer. Mr. Chairman, one thing I might state on the question 
of the ascendancy of this program is the fact that it started from zero 
in early 1950. In spite of the fact that the law was passed in 1948, 


] 
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there was no appropriation until the beginning of fiscal year 1949 and 
the first patient entered under the program in the early part of 1950, 
The program grew from one and has been growing quite rapidly since, 

Mr. Puitiires. When was the first patient admitted ? 

Mr. Kramer. In April or May 1950, sir. 

Mr. Putiurrs. And how many do you have now? Are all beds full’ 

Mr. Kramer. They have been occupying contract hospitals, await. 
ing the new hospital. It is an interim program, pending the time 
when they can be placed in the new hospital. 

Mr. Pures. Which will be when? 

Mr. Kramer. The bids should be advertised within a short time 
and I think the contract calls for a 500-day period of construction. 


Soiprers’ AND Saruors’ Crvm Reurer Funp 


Mr. Pumurps. That brings us down to the bottom of your list here. 
So, we turn to page 24 of the supplemental document in which you 
have suggested a reduction in the appropriation by recision of $1 
million out of the soldiers’ and sailors’ civil relief fund. I observe 
that the present fund has a balance of $2,203,500. 

Mr. Baxer. That is correct. We have a number of obligations 
against that fund. 

Mr. Putturrs. Do you think you could take a little chance and give 
back $1,500,000 anyway ? 

Mr. Garpner. I think it would be inadvisable to do so, because we 
guarantee the insurance for veterans who are now in the service. Of 
course, we do not know how many of those we will have to pay the 
premiums on. 

Mr. Puuutrs. Will you put on the record right now a simple state- 
ment of what that money is used for? 

Mr. Garpner. The soldiers’ and sailors’ civil relief fund is reim- 
bursed by the policyholder in most instances when we have had to pay 
the insurance company premiums guarantee while the man was in the 
service. That is the source of that money. 

Mr. Putiuies. Now, let me get that clear. We give you a fund 
of money and out of that you pay a commercial insurance company 
for a blanket policy? 

Mr. Garpner. That is right, but on individual policies, not a blanket 
policy. 

Mr. Pumuies. That is, on the life of the men in the service? 

Mr. GArpner. That is right. 

Mr. Putiiies. How does the soldier then reimburse you ? 

Mr. Garpner. He is required by law to reimburse us, or drop his 
insurance—one of the two. 

Mr. Putturrs. This is after he gets out of service? 

Mr. Garpner. Yes, sir. 

Mr. Puutres. How many such insured soldiers have you? 

Mr. Garpner. I do not have that information with me, sir. 

Mr. Corron. Do you mean that this is a new policy taken in behalf 
of the soldier, or insurance which he already had? 

Mr. Garpner. That is commercial insurance that he had when he 
came into the service. 
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- Corron. If I am drafted into the service and I have a lot of 


aie on which I am paying premiums and I cannot carry it while 


[ am in service, you carry it for me? 

Mr. Garpver. We guarantee that the insurance premium will be 
paid on policies up to $10, 000. 

Mr. Corron. How long does a serviceman have to pay it up after 
he gets out? 

Mr. GArpNer. Two years after he is released. 

Mr. Corron. Approximately how many people are you paying 
these premiums for ¢ 

Mr. Garpner. I do not have that information with me, but I would 
be glad to insert it in the record. 

Mr. Corron. I think you had better do that, because you can buy 
a lot of insurance for a million dollars, especially if it is a revolving 
fund. 

Mr. Garpner. Yes, sir; but we have been dealing with a lot of 
people. 

(The information is as follows :) 


Soldiers’ and sailors’ civil relief appropriation from origin to Dec. 31, 1952 


Cases approved for protection to end of period 89, 845 
Cases terminated to end of period___._--_--_--__------~--- : 88, 260 
Cost of settlements to end of period__- in issn deity latices Ate Sa he ae 


Available for settlement payments to end of period: 
se Pasa case ones neem ioe coian ema emmioraseamescte nanbekn. + ee 


“; 


EEN tS Sit OS a a Leow peeeeaeee—n 2, 051, 902 


Total available 4, 254, 902 


Mr. Jonas. Are you losing any money on it? What is your experi- 
ence along that line? 
Mr. Garpner. I will have to check on that. 
Mr. Corron. You used the expression that you guaranteed these 
premiums. 
Mr. Garpner. The way it actually operates, if the policyholder does 
not have sufficient cash value in his policy to cover the premiums, then 
we guarantee the premiums for the period of his service, and we have 
to make it good ; the Government makes it good. 
Mr. Puitures. What period of time  ellapees before it is made good? 
Mr. Garpner. Well, the man has 2 years; and if he does not pay 
in 2 years, we pay the company the deficiency immediately. 
Mr. Pures. You pay them right away? 
Mr. Garpner. Yes, sir. 
Mr. Corron. But first you let the policy eat up all its cash value? 
Mr. Garpner. That is correct, in a sense. 
Mr. Corron. Does not that carry most policies for a year or more? 
Mr. GarpneEr. No, sir; it does not go that long. You are thinking 
about extended insurance. 
Mr. Corron. As a rule, they have not accumulated much on these 
policies ? 
Mr. Garpner. No, sir. 
Mr. Corron. We gave you a revolving fund, and how much was 
that fund? 
Mr. Garver. A small amount was appropriated for that originally. 
Mr. Baker. The total appropriation is $2,203,000. 
Mr. Corron. Is that the most you have ever had ? 
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Mr. Baxer. That is the most ever appropriated by the Congress, 
This fund consists of the cash on hand, $1 million, plus the amount 
we hope to recover. 

Mr. Corron. You mean the $2,203,000 is not cash? 

Mr. Baxer. Not entirely cash. 

Mr. Corron. How much of it is cash? 

Mr. Baxer. That is a thing I will have to check. We will have it 
placed in the record. 

(The information is as follows :) 


Soldiers’ and sailors’ civil relief appropriation—Statement of 
condition, Dec. 81, 1952 
Due from veterans (claims paid) 2 
Cash balance with Treasury 1, 766, 698 


TEES i icon ceepsntr anise eeecign wn genie taeda eiecibatade 203, 000 


Mr. Corron. How large, in cash, has your fund ever ncaa 
Mr. Baxer. I would also have to check that. 

Mr. Corron. Will you put that in the record ? 

Mr. Baxer. Yes, sir. 

(The information is as follows: ) 


Soldiers’ and sailors’ civil relief fund—Summary of cash receipts and exrpendi- 
tures to Dec. 31, 1952 


Balance beginning of period__- 0 
mopronrinted: —- = 52. sad $2, 203, 000 
Repayments (collections ) “ : Dp eteesh dinate : 2, 051, 902 
Expenditures (claims paid) __ = 2 2, 488, 204 
Balance end of period____--_- 1, 766, 698 

Mr. Pritutrs. Will you go back to page 2 again ? 

We know now how many people you are going to add, or would like 
to add on item 1, which 1 is the 1201 program. How many new people 
are contemplated in item 2, “Compensation and pensions”? 

Mr. Baker. None. 

Mr. Prituirs. How many are contemplated in “Readjustment 
benefits” ? 

Mr. Baker. None. 

Mr. Puriures. How many in “Miscellaneous benefits” / 

Mr. Baxer. None. 

Mr. Putiuires. How many in “Servicemen’s indemnity”? 

Mr. Baker. None. 

Mr. Puuiims. How many in “Grants to the Republic of the Philip- 
pines” ¢ 


ADMINISTRATION, Mepican, Hosprrat, AND DoMICILIARY SERVICES 


Mr. Baker. None. 

Mr. Puitiirs. General Gray, you desired this morning to add some- 
thing to the record. Do you still desire to do so? 

General Gray. I would like to add one more thing to the record, 
if I may, in closing, if you are finished. 

Before we close this hearing, Mr. Chairman, I feel justified in mak- 
ing this statement. The statement was made before this committee 
that there was an action taken by the Veterans’ Administration as to 
timing and a crusade or something of having the cut in the appropria- 
tion publicized and assistance asked to secure reimbursement of it. 
That I deny. 
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Mr. Puimutps. Thank you, General. 

General Gray. The truth of the matter is that by virtue of the neces- 
sity for our reducing our forces and our service, everyone asked, 

“Why ?” 

And we simply told them we did not have the money 

Mr. Putiurs. Leaving the impression, 1 presume, that that was 
entirely the fault of Congress. 

General Gray. No, sir; not at all, and I can say to you in all sin- 
cerity that under no circumstances did we do that, ‘that it was neither 
the desire, the expectation, or the plan of the Veterans’ Administra- 
tion to leave any such impression as that. 

Mr. Tuomas. I was in Washington in the early months of the year 
and through the summer and early fall and I left here early in Octo- 
ber. I went into a Veterans’ Administration hospital in the South, 
and the first thing the manager asked me about was when do we get 
our supplemental ? I said, “Which supplemental are you talking 
about?” I said, “I have been 1 in Washington for the last 9 months, and 
| have not heard of it.” He said, “Oh, haven’t you heard of it?” I 
said, “No,” and he said, “We are all trying to get one.” Now, how 
did they know about it? 

Mr. Anprews. I would like to say the veterans in Alabama were 
stirred up, and on November 20 had a meeting, and we had about 
six members of our delegation there, and one of our Senators, and 
the question they asked us was when would they get their supple- 
mental, and they had a figure of $382 million that this committee had 
cut from the bill last year. We spent the whole day with them, and 
all service organizations were represented, the VF W, the American 
Legion, and the Disabled Veterans. 

I told them that I thought our committee had requested that no 
doctors, nurses, or technicians be fired or dismissed, so it seems to have 
been pretty general throughout the country that they were anticipat- 
ing a supplemental and that all of the hospitals would close if they 
did not get the $32 million. 

Mr. Pritites. I would not want you to think that California had 
been completely overlooked in this connection. Somehow by some 
peculiar process, the veterans of California seemed to know all of these 
facta j in great detail, and all about the Independent Offices Subeom- 
mittee, and their knowledge seems to have gotten out there about the 
middle of October at the latest. ° 

Mr. Anprews. I was shown a letter from the manager of a hospital 
in which he said, as I recall, that there were quite a ‘few nurses fired 
as the result of the drastic cut. 

Admiral Boonr. That could not be correct. 

Mr. Anprews. I want to show you that letter. 

Mr. Jonas. If they dispensed with the services of 2,000 attendants 
and aids and that prevented the operation of the hospitals, = would 
not need all the nurses around without anybody to nurse, is that not 
true? 


NUMBER OF EMPLOYEES DISCHARGED 


Mr. Tuomas. This morning a figure was used by Mr. Moore, but a 
different figure has been used by some of the other gentlemen as to the 
number of employees discharged. I believe Mr. Moore used the figure 
1.825, and someone else used the figure 2,200. What was the total 
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number of employees discharged? Then we will take it up by 
divisions. 

Mr. Putures. Mr. Moore. 

Mr. Moore. We would have to take the number of positions abol- 
ished. I will get that information for you, but I cannot say offhand, 

Mr. Tuomas. How many bodies were discharged? You used the 
figure this morning of 1,825, and someone else used the figure a while 
ago of 2,200. 

Admiral Boone. 2,250. 

Mr. Tuomas. Which is correct, 1,825 or 2,250? 

Admiral Boonr. 2,250. 

Mr. THomas. I am talking about the actual number of people. 

Admiral Boone. It was 2,250, the actual number of bodies. 

Mr. Tuomas. How many came out of administrative services? 

Mr. Moors. They were all out of medical. 

Mr. Tuomas. What was the total number discharged throughout 
the Veterans’ Administration, or were they all out of medical ? 

Mr. Baxer. I could give you those separations. Between July and 
December 31 there was a 650 net reduction in the first 7 programs 
excluding the medical program. 

Mr. Tuomas. I am talking about the beginning of the fiscal year 
1953. 

; Mr. Baker. July is the beginning of the fiscal year. I have the date 

uly 31. 

Mr. Tuomas. What is that figure again ? 

Mr. Baxer. A 650 reduction. 

Mr. Tuomas. Is that in addition to the 2,250 out of medical? 

Mr. Baker. Yes, sir. 

Mr. Tuomas. Where do those 650 come from? You are sure that 
these all are by virtue of the beginning of the fiscal year 1953? 

Mr. Baker. Yes; because we live within the funds as far as we 
can. 

Mr. Moore. These are bodies, not positions. 

Mr. Tuomas. All right; where did the 650 come from? 

Mr. Baker. From General Administration, 11. 

Mr. Tuomas. How many? 

Mr. Baxer. From General Administration, 11. 

Out of Contact and Administrative Services, 320. 

Mr. Tuomas. How many out of Finance? 

Mr. BAKER. 232. 

Mr. Tuomas. At that time had regulations X and W been lifted? 

Mr. Baker. I think so. 

Mr. Tuomas. What was the number of your transfers in May and 
June? You have already testified that you lost 3 months’ contribu- 
tion at the rate of $30,000 a month in April, May, and June. 

Mr. Ketsry. Mr. Chairman, these figures you are talking about 
right now with Mr. Baker are in these other administrative programs, 
including 1,300. The loan-guaranty program is not with that group. 


Mr. Tuomas. Go ahead, Mr. Baker, then. 

Mr. Baxer. Personnel, 10; Construction Supply and Real Estate, 
28, and in Contact we had an increase of 74. 

Mr. Tomas. In Contact you said you had a 320 reduction a while 
ago. 

Mr. Baker. That was in Administrative Services. 
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Mr. THomas. All right, go ahead. 

Mr. Baxer. In the Claims program there was a decrease of 114. 
There was in the other part of Claims a net increase of 2. 

In Insurance a decrease of 31. 

In V. R. and E. a decrease of 23, Loan Guaranty, an increase of 72 
between July and December. In Readjustment Allowances there is 
a decrease of 32, a net total of 650 decrease from July through De- 
cember. 

Mr. Tuomas. Would the medical program bear about three-fourths 
of your reduction ¢ 

Mr. Coz. We got our people off the roll before July 1, so that 
this would not affect cuts made in our personnel. 

Mr. Tuomas. So that the figure of 650 is inaccurate ? 

Mr. Baker. No, this is July 31 through December 31. 

Mr. Cortx. Yes; but in order to live within the appropriation we do 
not allow people to go over into the new fiscal year. We get them off 
before the fiscal year starts. I know our average employment in the 
fiscal year 1952 was over six thousand, and this year it is less than 
five thousand. 

Mr. Tuomas. Let us get it from another direction. I have a feeling 
that, perhaps, you have made some honest error there in your figures. 
As far as this particular budget is concerned, how many additional 
people are you going to get in Administrative Services ? 

Mr. Baxer. In Administrative Services? 

Mr. Tuomas. Yes. 

Mr. Puuutrs. One hundred and fifty-five. 

Mr. Baker. One hundred and fifty-five man-years of employment. 

Mr. THomas. What about Finance? It is in the record, but I am 
just trying to get it in one place. 

Mr. Baker. One hundred and eighty-five. 

Mr. THomas. What about Contact ? 

‘Mr. Baker. Four hundred and twenty-eight. 

Mr. THomas. What will that give you as a total? 

Mr. Weuxs. One thousand nine hundred and thirty-seven for Con- 
tact. 

Mr. Baxer. That is the average employment throughout the year. 

Mr. TuHomas. You have one thousand four hundred or one thousand 
five hundred now? 

Mr. Baxer. That is right; we have funds for around one thousand 
five hundred. On December 31 we had one thousand nine hundred and 
thirty-eight on duty. 

Mr. Tuomas. What is the total number of added employees that 
you are seeking with this total request here? 

Mr. Baker. Two thousand and ninety-three man-years. 

Mr. THomas. How many employees, 2,477 ? 

Mr. Baxer. I do not know how many that would be in individuals, 
Mr. Thomas. 

Mr. Tuomas. It is man-years, and that would be just about 2,900 
additional people. You said you let out about two thousand eight 
hundred, so you are restoring the entire cut plus one hundred. In 
addition to that, you are asking for $1 million plus, or just a little 
short of $1 million for travel, not for the veterans themselves, but for 
employee travel; is that correct? 

29310—53——14 
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Mr. Baker. There is a requested increase in travel; yes, sir. 

Mr. Tomas. Of $1 million? 

Mr. Baxer. Something under $1 million, I believe; we are asking 
that the limitation on travel funds be increased in the amount o{ 
S785.958. 

Mr. Tuomas. I have no further questions, Mr. Chairman. 

Mr. Putiuips. Proceed, General. 

General Gray. We have never propagandized to my knowledge, and 
if it was done it was done because of a direct refusal to abide by orders 
not to engage in any form of propagandizing. Our policy and m) 
direction is to answer questions truthfully. 

From the standpoint of where this propagandizing might. have 
originated I have only the same opportunity as you have to estimate. 
There are, in this Capital very intelligent and thoroughly competent 
representatives of all of the service organizations. They are very 
active and keen and try to better their organizations and know the ins 
and outs of this whole picture. 

I can say to you with all the directness and force that I have at my 
command that not one of them said anything to me or I to them, and 
to my best knowledge no one else did other than to answer truthfully 
their questions. What they might have done, how they might have 
done it, or with whom they might have talked or how they acted | 
have no knowledge of whatsoever, and I will be perfectly candid to 
you in saying that from my own personal knowledge and informatio: 
brought to me I knew nothing of any of the things such as you both 
spoke of. 

(Discussion off the record.) 

Mr. Puuurs. I do not think we doubt your word. I think perhaps 
you have put the situation rather succinctly that some of our friends 
in the service organizations work on this all the time. I suspect that 
your employees are human like all the rest of us, and if they think 
that there is going to be a cut in the force that affects them they cer- 
tainly would not make it very difficult for the representatives of the 
veterans’ ORE MAATEREIO, all of whom are their friends, to know about 
it. TI carry a 25-year Legion card in my pocket like a lot of others do. 

General ess And like T do. 

Mr. Purmuirs. They would not make it very difficult for those men 
to get this information, would they ? 

General Gray. Mr. Chairman, that is what I am saying. 

Mr. Pris. That is what I thought you meant to say. 

General Gray. The only thing that the Veterans’ Administration 
did was to answer questions accurately. 

Mr. Putruips. To answer questions? 

General Gray. Yes. 

Mr. Corton. General, I gladly accept your statement, but some- 
body in the Veterans’ Administration must be playing politics, and 
skillful politics, because in the case of the personnel discharged from 
the hospital in my area the separation slips took effect on November 
t—election day. I can never believe that is purely coincidental. It 
strikes me that with or without your knowledge, pressure was applied. 

General Gray. If that was done, and T accept your word that it was 
done, it was done in direct violation of the orders that I gave. 
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TELEGRAM SENT BY ADMIRAL BOONE TO ALL VA HOSPITALS 


Mr. Tuomas. At this time I would like to offer the following com- 
munication for the record. , 
(The matter referred to is as follows:) 


VETERANS OF FOREIGN WARS OF THE UNITED STATES, 
NATIONAL REHABILITATION SERVICE, 
Washington, D. C., October 21, 1952. 
To: Field Directors. 
National Claims Officers. 
Department Service Officers. 

With further reference to the euts in Veterans’ Administration appropriations, 
[ wish to quote below a telegram to all VA hospitals, centers with hospital activ- 
ities, and domiciliary homes of the VA, by Adm. Joet T. Boone, the Chief Medical 
Director : 

“Priority. You are all aware of the critical situation which now exists in the 
Veterans’ Administration. I want each of you to know that nothing has dis- 
tressed me more in my 19 months as Chief Medical Direetor than the recent 
dispatch directing a reduction in employees. We are all keenly cognizant of the 
impact of such an order and other enforced recent actions incident to reduced 
funds on the operating people in the field. 

“Through my personal observation at many stations I am well aware of the 
magnificent work you are doing. I know firsthand the zeal and devotion to duty 
expressed by your unselfish service to your country and its veterans in spite of 
many handicaps. 

“This is another crisis we must all face squarely with determination to con- 
tinue to do our job to the best of our ability. You may be certain those of us 
who represent you in central office will never cease in our efforts to overcome 
and rectify in every possible way this tragic blow.” 

I am sending you a copy of the above message so that you will have the reac- 
tion of the highest medical authority in the VA to the situaion which I outlined 
in my letter to you dated October 14 wherein I recommended that you contact 
your department commanders, and arrange for a meeting with the governors of 
the various States and the congressional delegations in an effort to secure the 
passage of a deficiency appropriation bill of sufficient size to enable the VA to 
meet its obligations. 

Yours in comradeship, 
GeorcE E. Isams, Director. 


Mr. Panutes. That certainly puts the origin of the pressure on the 
Congress directly in the Veterans’ Administration. 


EMPLOYEES’ TRAVEL 


Mr. Puttires. I want to clear up one little matter here. Mr. 
Thomas spoke about the increase in employees’ travel. You referred 
to $39,153, 

Mr. Tuomas. It is in the language of the bill, removing that limi- 
tation from $3 million plus to $4 million plus. 

Mr. Puiiurrs. Why do you want your limit raised ? 

Mr. Baxrr. Because it is necessary if the employees are to do the 
job for which they are employed. 

Mr. Pritiies. That is not a specific answer. 

Mr. Baxer. It is all across the board. It has to do with the em- 
ployees in the rehibilitation and education program, the finance 
program, the medical program, and every other program where em- 
ployees are required to travel. 

Mr. Prius. How much limitation is put on them ? 

Mr. Baker. There was a reduction of 25 percent of what we 
requested. 

Mr. Putiuirs. How much does that make your limit? 

Mr. Wetts. It is $3,530,700. 

Mr. Puitires. And how much do you want to raise the limit to’ 
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Mr. Wetts. To $4,316,658. 

Mr. Anprews. I would like to read a letter off the record just 
line with what was said a while ago. 

Mr. Putuiipes. Why should it be read off the record ? 

Mr. Anprews. I got this letter from a veteran and I promised h 
I would not tell where I got it. 

(Discussion off the record.) 

Mr. Putiurres. We are going to adjourn this hearing. Dr. Boon 
do you still think you have not let any nurses out ¢ 

Admiral Boonr. We did not discharge any nurses. We transferred 
them when we could not use them where they were. 

Mr. Putiures. You mean you offered to transfer them ? 

Admiral Boonr. Yes; to carry out the instructions of Congress. 

Mr. Puiures. What if they chose to remain in the local area? 

Admiral Boone. Then they had to find employment. 

Mr. Anprews. I say again that the heat was not on any more in 
Pennsylvania than it was in Alabama, Mr. Chairman. 

Admiral Boonr. I think that depicts the general picture throughout 
the country. 

Mr. Pures. The hearing is adjourned. 

Gentleman, we thank you, and we will see you again, I assume, 
about the latter part of March. 


SUBCOMMITTEE ON LABOR AND FEDERAL SECURITY 
APPROPRIATIONS 


FRED E. BUSBEY, Illinois, Chairman 


BEN F. JENSEN, Iowa JOHN E. FOGARTY, Rhode Island 
HAMER H. BUDGE, Idaho ANTONIO M. FERNANDEZ, New Mexico 


TuHourspay, Frepruary 5, 1953. 
UNITED STATES DEPARTMENT OF LABOR 
Bureau or EMPLOYMENT SECURITY 
WITNESSES 


BUREAU OF EMPLOYMENT SECURITY 


ROBERT C. GOODWIN, DIRECTOR 

E. L. KEENAN, DEPUTY DIRECTOR 

E. J. BOFFERDING, ASSISTANT CHIEF, UNEMPLOYMENT INSURANCE 
SERVICE 

GERALD A. FOSTER, ASSISTANT CHIEF, BUDGET AND MANAGEMENT 
SERVICE 

EUGENE LOVE, CHIEF, ESTIMATES AND EXPENDITURES DIVISION 


OFFICE OF THE SECRETARY 


JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY OF 
LABOR 
V. S. HUDSON, ASSISTANT BUDGET OFFICER 


Mr. Bussey. The committee will come to order. 

The committee has before it this morning requests for supplemental 
appropriations for the Department of Labor. We are happy to have 
Mr. Robert C. Goodwin, the Director of the Bureau of Employment 





yre in 


chout 


sume, 


fexico 


eo 
ID. 


ental 
have 
ment 


211 


Security. Will you please tell us a little about how your programs 
operate for the benefit of the new members of the subcommittee and 
then explain why you believe more funds are necessary for these 
programs. 

GENERAL STATEMENT 


Mr. Goopwin. Thank you, Mr. Chairman, I will be happy to. 

The supplemental requests before your committee today have to do 
with the employment security program. 

The employment security program is conducted through the joint 
efforts of the Federal and State governments. The program is for the 
most part operated by the States, under State laws and with State 
employees. 

The Federal Government furnishes national leadership, financing, 
research facilities, and coordination of the State employment security 
agencies in achieving reasonable standards of service to the public. 
From a legal point of view, the Bureau of Employment Security of 
the Department of Labor is responsible for administering the pro- 
visions of the Wagner-Peyser Act, title III of the Social Security 
Act, titles TV and VI of the Veterans’ Readjustment Assistance Act of 
1952, section 1600 to section 1603 of the Federal Unemployment Tax 
Act and Public Law 78. 

The employment security program has two broad major purposes, 
(1) To assist workers in finding jobs and employers to find workers, 
and (2) to replace a portion of current wage loss of unemployed work- 
ers who meet the requirements of the specific State law. An important 
result of the program is that it assists in maintaining essential con- 
sumer purchasing power in a down-turn in business activity. Within 
these broad objectives a number of major functions are carried on by 
the Federal-State employment security system. 


EMPLOYMENT SERVICE 


The Employment Service is devoted to finding satisfactory jobs for 
workers and qualified workers for employers. During 1952, over 
6,600,000 nonagricultural jobs were filled through the 1,800 local 
employment offices. Many of these were vital to the defense produc- 
tion program. This public employment service system is the basic 
manpower machinery in a defense or war period. 


FARM PLACEMENT SERVICE 


The Farm Placement Service is a specialized service maintained 
to meet the special needs of agriculture and agricultural labor. It 
recruits and places year-round workers, seasonal workers, workers 
not normally in the labor market to meet peak seasonal needs, Indians, 
and workers from Puerto Rico. In 1952, over 9 million placements of 
domestic agricultural workers were made. When domestic sources 
fail to meet the manpower requirements of agriculture, foreign work- 
ers are imported from Mexico, the British West Indies, and Canada. 


VETERANS’ EMPLOYMENT SERVICE 


The Veterans’ Employment Service is a Federal service which pro- 
motes employment for veterans and assists the States in providing 
placement counseling and special services for veterans. The work of 
this service assumes increasing importance with the number of Korean 
veterans being discharged. 





UNEMPLOYMENT INSURANCE PROGRAM 


The unemployment insurance program provides for a Federal-State 
system of unemployment insurance. The system operates under St: te 
laws which must meet basic minimum requirements of the Feder 
law. In addition to the basic program, the unemployment insurance 
program now includes the new unemployment compensation for vet 
erans program which I will discuss further a little later. 

The scope of the program can be seen when you consider that as of 
December 31, 1952, 37 million workers were insured under this pro- 
gram, and 4,400,000 of them claimed some benefits during 1952. Con- 
tributions for that year totaled $1,368 million and $998 million was 
paid out in benefits. At the end of the year $8,300 million remained 
in the Federal unemployment trust fund. 

Benefits under the program are financed by taxes levied and col- 
lected by the State. The Federal Government collects from liable 
employers three-tenths of 1 percent which is deposited in the genera] 
fund of the Treasury and although not specifically earmarked, is gen- 
erally considered as available to cover the administrative costs of the 
program. For the fiscal years 1936-52, this 0.3 of 1 percent has ex- 
ceeded unemployment insurance and employment service administra- 
tion cost, including State, Federal Bureau, and Federal operation of 
the employment service during World War IT, by more than $500 mil 
lion. The total benefit costs of the unemployment compensation for 
veterans program is to be financed by direct appropriation from the 
Congress. 


SUPPLEMENTALS REQUESTED 


We are today requesting three supplemental appropriations: First, 
for the payment of unemployment compensation benefits to qualified 
veterans we are requesting $32.2 million: second, for grants to States 
for administration of employment security, $8,750,000; and third, for 
Federal salaries and expenses, $206,000. With one exception, all three 
requests arise from the passage, in the closing days of the last Con- 
gress, of the Veterans’ Readjustment Assistance Act of 1952. All of 
the costs of the program to date have been paid from the grants to 
States appropriation. This is in accordance with section 403 (i) of 
the act which provides for such advances until the Congress makes 
appropriations to finance the program and for the reimbursement of 
the grants to States appropriation from funds subsequently appro- 
priated. 

UNEMPLOYMENT COMPENSATION BENEFITS FOR VETERANS 


The Veterans Readjustment Assistance Act of 1952 established a 
comprehensive program to assist service men and women in their read- 
justment from military to civilian life and included among its pro- 
visions a program for unemployment compensation for such per- 
sonnel. The system which the Congress established authorized the 
Secretary of Labor to enter into agreements with the States under 
which the State employment security agencies, as agents of the United 
States, make payments of unemployment compensation to veterans 
who have served in the Armed Forces on or after June 27, 1950. The 
payments are made in accordance with the provisions of the State 
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unemployment compensation laws except for the weekly benefit amount 
and duration of benefits which are specified in the Federal law. The 
Virgin Islands and Puerto Rico which do not have unemployment 
compensation laws make payments in accordance with the unemploy- 
ment compensation law of the District of Columbia. Compensation 
is payable at the rate of $26 a week for not to exceed 26 weeks of 
unemployment. If a veteran is entitled to unemployment compen- 
sation under any other State or Federal law, the Federal Govern- 
ment supplements only the difference between the State or Federal 
amount and »26 a week. For instance, in the case of a veteran who 
has wage credits under a State unemployment compensation law 
which entitle him to receive $20 per week, the Federal Government 
payment would be *6 per week so that he would receive from the 
two sources a total of »20 per week. 

To be eligible for | enefits the veteran must have been discharged 
from active service under conditions other than dishonorable and 
must also have had at least 90 days of continuous service. He may 
not receive compensation during the period of his mustering-out pay. 
Each veteran must register at a local office of the State employment 
service where the facilities of the service are available in helping him 
find a suitable job. Emphasis is thus placed on helping the veteran 
find suitable work. 

In estimating the cost of benefit payments at $32.2 million, we have 
a the following assumptions : 

Unemployment among eligible veterans would be the same as 
for the entire labor force which we assumed will be at 3 percent. 

2. That 1,000,000 veterans were discharged between June 27, 1950, 
and June 30, 1952, and that there would ‘be disch: irged during 1953 
another 1,000,000 servicemen, so that by June 30, 195: 3, there would be 
2,000,000 such veterans. Latest reports indicate that on December 31, 
1952, there were 1,483,000, 

That about 10 percent of the veterans in the October-December 
1952 period and 20 percent in the remainder of the year will not be 
eligible for payments because they will be receiving educational as- 
sistance under title II of the act. 

4. Of the veterans collecting Federal benefits 10 percent will have 
State wage credits so that the Federal payment will be reduced by the 
amount of benefits paid under the State system or no Federal payment 
will be required because the State payment equals or exceeds $26. 

That in an average week 40,000 veterans will file continued claims 
for benefits and that about 35,000 will be paid benefits. 

While we are not requesting funds for this purpose, you will be 
interested to know that the Bureau has taken steps to provide positive 
job assistance to veterans being released from the Armed Forces. We 
have completed arrangements with the Army, Navy, Marines, and 
Air Force to provide, through the State employment security agencies, 
employment interviewers at the separation centers. Veterans are 
furnished job information and encouraged to return to their homes 
to get more specific information from their local employment offices 
concerning reemployment rights to their old jobs, vocational guidance, 
and placement assistance. Some 40,000 are registering for employ- 
ment with the public employment service each “month, and approxi- 
mately 40 percent of this monthly total are being placed in non- 
agricultural employment. 
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GRANTS TO STATES 


The request for grants to States is $8,750,000 of which $1,750,000 is 
for State administration of the unemployment compensation for vet- 
erans program. In developing the estimate for State administration 
of the unemployment compensation for veterans program the same 
assumptions were used as those used in estimating costs for benefit 
payments. The request is low because integration with regular wn- 
employment insurance functions permits the absorption of costs and 
results in a very economical administration. 

The other $7,000,000 is needed for State administration of the 
regular unemployment compensation and employment service pro- 
grams. This brings the total 1953 amount needed for grants to States 
for unemployment compensation and employment service adminis- 
tration to $199,110,000 for the year. 

I think it might clarify our problem on administrative grants to 
States if we examine this chart which shows the average weekly rate 
of insured unemployment experienced from 1950 to 1952 and our esti- 
mates for 1953 and 1954, 

Ny: chart referred to was made available to committee members.) 

Mr. Goopwin. When we made our original estimates for 1953 back 
in the late summer and early fall of 1951, we were expecting unem- 
ployment to be, on an average, at its lowest ‘point since World War II, 
about 640,000 per week. By the spring of 1952, it was apparent that 
our earlier estimates were too optimistic and we requested a supple- 
mental amount of $13,600,000 from the Congress. The $6,800,000 
which was appropriated in the closing days of the last session was 
sufficient, when added to the basic : appropriation, to finance an insured 
unemployment rate of about 765,000 per week. That is indicated by 
that part of the 1953 column labeled, “First supplemental.” Our 
current estimate is that an average of about 982,000 will occur; how- 
ever, the funds being requested will finance an average of 906,000 
which is indicated by that part of the column titled, “Second sup- 
plemental.” 

An insured unemployment rate of 906,000 per week would result in 
about 9,850,000 initial claims and 44,750,000 continued claims for 
unemployment compensation benefits. 

With the additional funds requested we will be able to process 
4,625,000 initial claims and 23,350,000 continued claims in the January- 
June 1953 period. Such workloads would be about 21 percent below 
those experienced in the comparable period of 1952. To process these 
increased loads about $4,500,000 is needed for personal services to- 
gether with approximately $600,000 to pay for additional postage 
reimbursement to the Post Office Department and to meet the retire- 
ment costs which rise in proportion to the increase in personal service 
costs. 

Because claims loads have been estimated so conservatively, we 
propose to retain a contingency reserve of $2,300,000. This will be 

available to pay for the costs of workloads exceeding those for which 
we are requesting funds and to pay for the cost of salary increases 
above the rate used in preparing this request. 

When the State budgets for 1953 were approved last June, the 
average salary rate was estimated to be $3,450. However, average 
State salary rates have consistently increased each month from a rate 
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of $3,468 in July to $3,568 in November. It is estimated that the 
average salary rate for this year will be $3,563. The full cost of this 


S113 increase will be $4,600,000. To meet a portion of that cost we 


have used $2,700,000 of the contingency fund. The balance of $1,900,- 
000 is contained in this request. 


FEDERAL ADMINISTRATION OF UNEMPLOYMENT COMPENSATION FOR VETERANS 


Our request of $206,000 for the Federal administration of the new 
program for unemployment compensation for veterans will provide 
a total of 41 positions of ee 30 are filled, 4 are being filled by 
pending actions and 7 are vacant. Of the 28 positions in ‘the Wash- 
ington office, 24 are filled ind there are 4 pending actions. Of the 13 
positions in the regional offices, 6 are filled and 7 are vacant. We 
have been watching the workload in this program as it developed 
and have only added staff in those regions where the workload would 
clearly warrant it. We expect to fill the seven vacant positions before 
June 30. 

A Division of Veterans Unemployment Compensation with 19 posi- 
tions (10 professional and 9 clerical) has been established in the 
Unemployment Insurance Service. The staff of this Division main- 
tains a central control to prevent filing of duplicate claims in more 
than one State; prepares rules and regulations under which the system 
operates, maintains liaison with veterans and military groups con- 
cerning the operation of the program; prepares and issues operating 
instructions to the States concerning the system and coordinates all 
Bureau activities in connection with the program. Three additional 
professional positions are requested in other divisions of the Unem- 
ployment Insurance Service to (1) handle problems regarding a fair 
hearing for veterans’.claims and to set up a complete hearing system 
for Puerto Rico and the Virgin Islands under regulations established 
by the Secretary; (2) develop criteria for allocating funds to the 
States for administration of the program and to conduct time verifica- 
tion studies; and (3) in connection with the preparation of monthly 
estimates of the amount of benefit expenditures, to analyze data on 
incidence and duration of unemployment among veterans, the chang- 
ing composition of the veteran group with respect to their eligibility 
for benefits, shifts of veterans into and out of the labor force, and 
distribution of veteran claimants by State. 

It has been necessary to develop specialized reporting for this pro- 
gram to obtain information needed for budget preparation, program 
evaluation, and reporting to the Congress and the public. This was 
authorized in the basic legislation. Three positions (2 professional 
and 1 clerical) are requested for this function. 

The Budget and Management Service has the responsibility for 
initiating all budget requests to the Bureau of the Budget and Con- 
gress and for approving all requests by State agencies ‘for both ad- 
ministrative and benefit payment expenditures. Three positions (2 
professional and 1 clerical) are requested for those activities. 

Our 13 regional offices operate as liaison between the States and the 
Bureau and assist in carrying out program objectives, make initial 
review of State budget estimates and submit recommendations, and 
evaluate and report on State operations and administration. One 
additional professional position is requested for each regional office 
to handle the additional workload of the veterans program. 
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Mr. Chairman, this concludes my statement. 

I will be glad to answer any questions. 

Mr. Bussey. Mr. Goodwin, how do you differentiate between what 
you referred to as initial claims and continued claims? 

Mr. Goopwrn. Well, the initial claims represent the claim that js 
filed for the first time when the man makes application. It has to be 
renewed each week. That is what we mean by continued claims. From 
the continued claims you get the accumulation, you understand. 

In this program in the first few months we have been getting that 
accumulation, and we are still getting that accumulation. 

The initial claims are the best index, I would say, of unemployment 
because you get a figure on the number that are coming in week by 
week. 

INCREASE IN STATE SALARY RATES 


Mr. Bussey. On page 8 of your prepared statement, in the para- 
graph at the bottom of the page, you refer to the increased average 
State salary rates. 

Mr. Goopwin. Yes. 

Mr. Bussry. Do we have any check over that at.all, or are we more 
or less obligated to take that into consideration in this appropriation 
regardless of how high they might go? 

Mr. Goopwtn. Mr. Chairman, we operate under a policy that says 
we will meet the costs providing the State salaries in this program 
are paid on a basis comparable to the State salaries in other State pro- 

grams. In other words, programs for which the State itself is appro- 
Sti ating the money. 

Part of the job that the Bureau has in its responsibility for this on 
gram is determining whether or not the State salary scale for this 
program is in fact comparable to other State salaries. 

One of the conclusions that was brought out in the administrative 
cost survey which this committee requested the last time we were before 
you was a conclusion about the average salaries in the employment 
security program as eompared to other State salaries. They showed 
that they were within 3 percent on the figures that they had developed, 
so that I think this committee need have no concern about these salary 
rates increasing at a rate higher than those salaries for which the State 
itself is paying. 

Does that answer your question, Mr. Chairman? 

Mr. Bussny. Yes. I was just wondering if we had any jurisdiction 
over the States with regard to the salaries ‘they pay with these funds. 

Mr. Goopwin. We do not attempt to do it by specific detailed regu- 
lations. We have this policy, and we watch it carefully, and is work- 
ing very well. 

Mr. Bussey. Before we get into the details of these requests for 
supplemental funds, have you gentlemen any questions on Mr. 
Goodwin’s general statement? 


CONDITION OF UNEMPLOYMENT TRUST FUND 


Mr. Buner. Mr. Goodwin, I note that on page 3 of your statement 
you say that the trust fund now amounts to $8,300,000 000. 
Mr. Goopwrtn. Yes. 
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Mr. Buper. Apparently in 1952 it increased by $370,000,000. What 
is the intention as to how high that fund should go? 

Mr. Goopwtn. I probably should say something that you may know, 
Mr. Congressman, and that is that the national total is made up of 
individual State trust funds. The law requires that they be de- 
posited with the Federal Treasury. 

Mr. a mor. I understand that. 

Mr. Goopwtn. This is money that the States can draw on for benefit 
payments and the money is held to the credit of the States. How 
high it goes will depend upon the laws and the administration of 
these programs within the States; in other words, what the State 
legislatures make the tax rate and what they make the benefit sched- 
wes. That will determine how high this fund goes. 

I should add this: The increase that you refer red to for last year 
in a real sense is not an increase because during that period we had 
an increase in the number of workers that were eligible under the 
program with a corresponding increase in the liabilities against the 
fund. Relatively the fund remained about constant even though 
the over-all amount went up. 

Mr. Buner. I believe that I understand the system whereby you 
credit each State’s account on the basis of the amounts collected from 
the employers of the State. 

Mr. Goopwin. Yes. 


UPPER LIMIT ON TRUST FUND 


Mr. Buper. But I am wondering what the Bureau’s recommenda- 
tion is as to how high the Congress should permit this trust fund 
to accumulate. 

Mr. Goopwtn. Under the present system the Congress really does 
not have control over that. 

Now, we have been working cooperatively with the States in finan- 
cial studies of this question, which include how high those funds 
should be. I think you are going to get a leveling out as a result of 
those studies. I think some of the States are now accumulating much 
more than they need. 

We have some States where our estimates indicate they could pay 
benefits for 12 or 15 years without collecting taxes. That is obviously 
much higher than it ought to be. 

We have. on the other hand, Mr. Fogarty’s State, where the ratio 
of the fund to taxable wages is down to 3.8 percent. It has improved, 
Mr. Fogarty, one-tenth of 1 percent in the last year. In the first 
6 months it really hit the skids and we thought that it was in much 
worse trouble, but in the last 6 months it has improved one-tenth 
of 1 percent, so your ratio now is up to 3.8 percent. 

But if they should get a serious increase in unemployment in 
Rhode Island, they could wipe that reserve out in a year. 

In your own State of Idaho I expect that you have a 10-year margin. 

Mr. Borrervrna. Probably more than that. The ratio of the funds 
available to 1 year’s taxable wages is 12.6 percent. 

Mr. Goopwtn. I think the answer to your question, Mr. Budge, is 
that you cannot do anything about this problem under the basic Fed- 
eral law except by a State-by-State approach. As far as the Federal 
Government is concerned, we are working cooperatively with the 
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States. The first job is to get all the information and what amount: 
to an actuarial analysis. It has been only in the last 2 or 3 years 
that we have done any of this actuarial work. That is showing the 
States where they stand on this problem. It has to include an analysis 
of the economic situation. 

Mr. Buner. I might say that 4 years ago our State legislature looked 
into this. We thought ‘that the Idaho credits were perhaps muc 
larger than they need be. 

Mr. Goopwin. You are right. 

Mr. Buper. And it was my impression then, after contacting you 
Bureau, that we could not very well change that situation; that it 
would take congressional action as well as State action. Now it — 
to me that if you do have States where the amount is building up far 
greater than any expected need, that there should be a program set 
forth here, initiated by the Bureau, to correct that situation. 

Mr. Goopwin. W ell, I think that we are doing now all that we cai 
do under the basic law, and I think it is a proper approach. 

This program gives the States responsibility in the area that you 
were talking about. We are trying to help by giving them technical 
assistance on these actuarial studies, and by a of information 
between the States. They get a lot of benefit out of seeing what the 
situation is in other States. 

I think, Mr. Congressman, you will see a lot of improvement in this 
area in the next few years because they have just now gotten these 
studies to the point where they can use them. By using them, | 
mean taking them in and discussing them in all of their implic ations 
with the State legislatures. 

Mr. Boner. Is it true that this requires congressional action and a 
change in the basic law in addition to legislative action in the States‘ 

Mr. Goopwin. No, it does not, sir. 

Under the Federal law a tax of three-tenths of 1 percent is set. The 
only way it can be reduced is through an experience-rating program, 
and all States in the country now have an experience-rating program. 
A State cannot make-a flat reduction across the board. You could not 
in Idaho, under the Federal law, say, “Our average tax now is 1.7 
percent.” I do not happen to know what it is. Assume that it is 1.7 
percent. You could not say, “We can finance this ee on 12 
percent, so we will pass a law making the rate for all employers 1.2 per- 
cent.” You would have to do it through an experience-rating pro 
vision which would relate the tax reduction to the amount of unein- 
ployment of the employer, and that is why you have such a system, 
as you know, in your Idaho law. You can change the rates. You cai 
change your schedules in the experience-rating provisions of the law 
so the result will be to reduce the average below what it is now. 

Mr. Bunce. I would like to go into this in more detail at some time 
in the future but I do not want to take up the time of the committee. 

Mr. Keenan. We have a little map here, I might say, that shows 
that in all but seven States of the country they have either initiated, 
or they have under consideration to initiate, one of these studies that 
Mr. Goodwin referred to. I understand that 18 States have completed 
their studies. All but seven States are making an analysis of their 
solvency. : 
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FACTORS AFFECTING FINANCIAL CONDITION OF TRUST FUND 


Mr. FerNANDEz. You mentioned the fact that some States have in 
fact. enough accumulation to pay for 15 years perhaps, and you men- 

tioned others where the fund was much lower. 

Now, whether the fund is high or low depends upon several factors ; 
principally the amount of tax collected by the State, and the amount 
of unemployment; is that correct ? 

Mr. Goopwin. Yes. And I will also say on the administration of 
the law to some extent. 

Mr. FerNANpDEz. What do you mean by “the administration of the 
law’ @ 

Mr. Goopwin. Whether it is efficient or not. 

One of the most important points, and one which is a basic factor 
n Mr. Fogarty’s State is the general economic pattern that prevails 
in the State. They happen to have in Rhode Island a concentration of 
ndustries that have been hard hit over a long period of time—shoes 
ind textiles principally—and that makes an extremely difficult prob- 
lem for them to handle. 

Mr. Fernanpez. On page 1 of your statement you say the em- 
ployment-security program has two broad major purposes: 

(1) To assist workers in finding jobs and employers to find workers, and (2) 
to replace a portion of current wage loss of unemployed workers who meet 
the requirements of the specific State law. 

What do you mean by the language “replace a portion of current 
wage loss.” 

Mr. Goopwry, Perhaps the language is slightly technical, and I 
am sorry. It merely means that if a man becomes unemployed, the 
purpose of the unemployment insurance is to meet part of the wages 
that are lost—but not all of them. 

The original idea was that it would replace about 50 percent, and 
involved in that was the thinking that that would meet most of the 
nondeferable costs—such as food and rent. 

Mr. Fernanpez. You mean to make up part of the wages which 
would have accrued to him if he had been employed ? 

Mr. Goopwin. That is right; yes, and give him something that 
would be better than relief. 


SALARIES AND Expenses, Bureau or EmpLoyMent SEcurITy 


Mr. Bussey. Now, Mr. Goodwin, this first request is for $206,000 
for the administrative expenses of the Bureau of E mployment 
Security. 

Mr. Goopwin. Yes. 

Mr. Bussey. We will insert in the hearings the table appearing at 
the bottom of page 9 of the justifications, which shows the staff for 
which these funds are requested broken down by organizational unit 
within the Bureau. 
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(The table referred to is as follows:) 


Organizational unit | Professional Clerical 


Division of Reports and Analysis J idee ‘ 1 | 
Unemployment Insurance Service 
Division of Veterans’ Unemployment Compensation a | 
Division of Determinations and Hearings 
Division of Methods aid Operations 
Division of Actuarial and Financial Services -_- 
Budget. and Management Service 
Division of Estimates and F xpenditures 
Division of State Budgets 
Regional offices 


Total 


Mr. Bussey. In your statement you touched on the different div; 
sions briefly. 
Mr. Goopwin. Yes. 


NEED FOR ADDITIONAL PERSONNEL 


Mr. Bussey. Would you care to go into the need for this additional 
staff in a little more detail ¢ 

Mr. Goopwin. On the unemployment insurance for veterans, if it 
meets with your approval, I would like to ask Mr. Bofferding, ho 
has been supervising the program, to talk to that briefly. 

Mr. Borrerpinc. Are you interested in how the system works, 
the staff we have to make it work? 

Mr. Bussey. Just an explanation of the work that makes it neces- 
sary to add personnel in these various units as indicated in the table 
just placed in the record. 


ESTABLISHMENT OF PROGRAM 


Mr. Borrerpine. The primary division in the Bureau which handles 
the unemployment insurance for veterans is the Division of Veterans 
Unemployment Compensation where we have 19 jobs. The functions 
there are to get agreements with the States for administering the 
system; to draft regulations for the adoption of the Secretary in 
running the system; to set out procedures by which the system works 
in all the States under the agreements and regulations of the Secre- 
tary; to have liaison with the Veterans’ Administration on behalf of 
the States for getting information which only the Veterans’ Adminis- 
tration or the Armed Forces have concerning the nature of the service 
and length of service of individuals and the type of discharge they had 
to see whether or not they qualify, and to maintain a central control 
file which controls whether or not a veteran files in one or more States. 
Otherwise, there would be no way of knowing whether a veteran filed 
simultaneously in two different States. 


CENTRAL CONTROL FILE 


We now have approximately 80,000 different cards which have come 
in from each of the States as these claims are filed, each of them rep- 
resenting a different veteran. In running this control file system 
we have found about 150 duplicate claims. Many of them are errors 
where the veteran does not understand that he filed a claim before 
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he moved to another location. Some of them, however, indicate 
clearly that the file was preventing duplicate claiming where it was 
deliberate. We have had cases where a veteran filed a claim on 
Monday in the Brooklyn local office of the unemployment insurance 
service and on Wednesday filed a claim in Jersey City. It looks like 
that would be hard to chalk off as just an error, especially when you 
find out that the following week three more veterans did the same 
thing. All of them had serial numbers within a small range of 
numbers of his; all of them served in the same outfit; all of them 
were discharged within a couple of days of each other; so this system 
absolutely prohibits, or is a means by which we can prohibit, duplicate 
collecting of benefits. It is the only means we know of by which that 
can be done. 

The system is set up so that it runs for 5 years beyond the date to 
le set by the Congress, or the President by proclamation, during 
which these veterans who are eligible can draw these benefits, so it 
means a long-run program for any one veteran as the law now stands. 
Three or four years from now a veteran who has drawn 1 or 2 weeks 
may come back and draw a few more weeks when he is unemployed 
and in a completely different State. Our central control file will be 
the only means of finding out what part of the total $676 he is still 
entitled to, so the second State must get that record from the first 
one to see how much he has received and how much he can still get. 


CHECKS WITH ARMED FORCES RE ELIGIBILITY 


We work for the States in getting information from the Armed 
Forces on the types and nature of discharges, which are complicated 
and difficult and require considerable time to determine whether he 
is eligible for benefits or not, since only veterans discharged under 
conditions other than dishonorable qualify. 

Many of the bad conduct and acer discharges require com- 


plete investigation back with the Armed Forces before we can find out 
whether that discharge was under conditions other than dishonorable, 
or was actually a dishonorable dischar ge. 


PROGRAM FOR PUERTO RICO AND VIRGIN ISLANDS 


We have had to set up new systems in Puerto Rico and the Virgin 
Islands which previously did not have an unemployment insurance 
law. It took considerable work to train them and get them effective 
in running an unemployment insurance system just for these veterans. 


APPEALS PROCEDURE 


The other work which we have to do is now to set up appeals 
machinery whereby all the States will have a fair hearing for anyone 
whose claim is denied. We will have to set up a separate appeals sys- 
tem for Puerto Rico and the Virgin Islands and publish these eases in 
the Benefit Series Service which we already publish on civilian cases 
so that the States will know the precedents which others are deciding. 

In addition, we have to run cost studies in the various States to 
find out how much time it takes to process these types of claims com- 
pared to the others, so that we know how to budget them on this pro- 
gram. We are just budgeting them on a guess basis so far as the 





999 


—-——— 


amount of time it may take. We have rough estimates compared to 
the other system, but we want to know exactly. We have to hay 
people who work on the cost as to what each State will pay out in 
forecasting what they need in benefits. 


REGIONAL STAFF 


We think the staff is small. We have 13 positions requested for the 
regional offices on the regular liaison function with the States on all 
phs ises of the operation of the system. 

Compared to the servicemen’s readjustment allowances program be- 
fore, although the claims loads are much smaller, we think this has 
been integrated more completely into the State systems. It is operat 
ing ata minimum of increased State cost for running it, and we think 
it is a minimum of increased Federal cost for doing the work that ; 
involved. 

Mr. Bussey. With regard to the 13 positions in the regional offices, 
why couldn’t the staff that is already in those offices take care of that 
work? 

Mr. Borrerpine. Mr. Goodwin stated in his prepared statement that 
not all of those positions are filled yet, only about half of them, and 
as the workload has developed by regions the positions have been 
added. 

Mr. Bussey. According to Mr. Goodwin’s statement there are 7 
vacant positions to be filled before June 30. 

Mr. Borrerpinc. Those have have not been filled because the work- 
load has not materialized up to now as we anticipated that it would. 

Mr. Goopwtn. The workload on this, Mr. Chairman, was a little 
slower is developing than we thought, but in the last few weeks—as a 
matter of fact, through January—it developed faster than we expected 
and has exceeded the amount that we expected in January. So, we 
now think that we will need these additional jobs in the regional of- 
fices, one for each region. That, I might say, corresponds with a 
Federal person in each State in this program as it was operated in the 
program that followed World War IT. 

As Mr. Bofferding said, the workload was considerably larger then, 
but we do think that the estimate of one person per region is reason- 
able. 


NONRECURRING EXPENSES 


Mr. Bussey. How much of this request would you say represents 
nonrecurring costs ? 

Mr. Goopwrn. I do not believe on this particular one that any of 
it is. 

Mr. Love. All the jobs will go on for 1954 and have been requested 
for 1954. 

Mr. Dopson. Some equipment items would not be recurring, Mr. 
Chairman. 

Mr. Goopwin. Yes. At the end of this statement there is a listing 
of equipment items that will not be recurring. 

Mr. Dopson. On the other hand, I would have to look at 1954 be- 
cause this control-card file that we are keeping in Washington will 
certainly grow and will require additional equipment; but, insofar as 
desks, typewriters, and that sort of thing is concerned, they will not 
be recurring. 
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Mr. Bussey. It seems to me that it should not cost as much to super- 
vise its operation as it does to set up the whole new program. 

Mr. Goopw1n. You mean once it is set up? 

Mr. Bussey. Yes. 


USE OF REGULAR PERSONNEL ON NEW PROGRAM 


Mr. Goopwin. Mr. Chairman, what we did in order to save money 
and to get it started quickly was to take personnel off of other things 
temporarily so that we had more than this group working on the pro- 
gram. We had to borrow rather liberally from other sections of the 
Bureau. Mr. Bofferding himself, for instance, the Assistant Director 
of the Unemployment Insurance Service, has been spending almost 
full time on this to the detriment of some of the other functions of the 
Bureau. 

| think the point you have made is a very reasonable one, and it is 
possible we can do some of that in spite of ‘this general point I made 
about borrowing in order to get started, but I think it will take a little 
while to work th: at out. 

Mr. Bussey. Am I right in my thinking that it is the full responsi- 
bility of the Secretary Of Labor and the Department of Labor to 
administer this program under Public Law 550? 

Mr. Goopwtn. As far as the Federal Government is concerned ? 

Mr. Bussey. Yes. 

Mr. Goopwin. Yes; that is right. That law, as you know, though, 
makes provision that this system be integrated in with the State em- 
ployment- -security system, and lays out “the general rules by which 
wedo it. It has to tie in with the State employ ment-security system. 


WORKLOAD IN VIRGIN ISLANDS AND PUERTO RICO 


Mr. Foearry. How much of a workload do you think you will have 
inthe Virgin Islands? 

Mr. Goopwin. The Virgin Islands will not be heavy, but taking 
Puerto Rico and the Virgin Islands together 

Mr. Fogarty. What about the Virgin Islands? What is your esti- 
mate of how many will be eligible for payments ? 

Mr. Borrerpinc. The Virgin Islands workload up to now is rather 
light. There are less than 20 eligible veterans. 

Mr. Goopwix. Do we have an estimate on the Virgin Islands as to 
how high it will go? 

Mr. Borrerpine. We had an estimate that it would go as high as 
150 by the end of this fiscal year, but there are close to 20 now drawing 
benefits. 

Mr. Focarry. How many are serving in the Armed Forces at the 
present time ¢ 

Mr. Borrerpinc. From the Virgin Islands? 

Mr. Foeartry. Yes. 

Mr. Borrerptne. About 600 or 700. They had a relatively high 
enlistment rate. 

Mr. Fogarry. Does that hold true with Puerto Rico also—a high 
enlistment rate ? 

29310-—53——-15 
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Mr. Borrerpine. It holds particularly true in Puerto Rico. The 
enlistment rate in Puerto Rico was higher than in any State by a 
considerable amount. 

Mr. Focarry. How many Puerto Ricans are now serving in t! 
Armed Forces ? 

Mr. Borrerpine. I cannot tell you how many exactly are in the 
Armed Forces right now, but there were about 35,000 who had bee: 
in, or are still in, who can at some time draw on this program when 
they are out. 


NATURE OF SUPPLEMENTAL REQUESTS 


Mr. Focarry. Mr. Goodwin, these requests you are making today, 
the $206,000, are for your own office, and the amounts for grants to 
States and for veterans’ unemployment-compensation benefits are 
practically mandatory because of the law that was passed in the 
closing days of the last Congress? 

Mr. Goopwrn. Yes. The Congress at that time authorized us to 
take the money out of the grants to States. Much of it has already 
been spent. 

Mr. Fogarty. This act almost made an appropriation request when 
it was passed: is that not so? 

Mr. Goopwrin. It obligated the Congress, I would say, to make the 
appropriations. That does not say in just what amount, but it obli 
gated the Congress to make an appropriation for this. 

Mr. Focarry. We spelled out in the legislation that these veterans 
are entitled to this compensation under certain conditions, and it is 
up to the States to provide the funds when legitimate claims are 
submitted. 

Mr. Goopwtn. I did not quite understand you. Yes; as far as the 
benefits to the veterans are concerned, there is not anything we can 
do in administering that except to determine whether a veteran is 
eligible or not. If he is eligible, that cost has to be met under this 
legislation, and we have no control over that, and neither do the States 
have any control over it. 

Mr. Focarry. Is there anything in these requests that are before us 
today that this law was not responsible for? 


GRANTS TO STATES 


Mr. Goopwin. Well, we are asking for supplemental funds on the 
regular unemployment-insurance program. That is the second sup- 
plemental for grants to States, and we are asking for $8,750,000: 
$7 million of that is on the regular program, Mr. Fogerty, and $1,750,- 
000 is needed by the States for additional costs in connection with the 
unemployment compensation for veterans. 

Mr. Focarry. How much did we give you for the contingency 
fund this year ? 

Mr. Goopwin. The contingency fund was cut to $5 million. 

Mr. Focarry. You requested $12 million; is that not so? 

Mr. Goopwin. Yes. 

Mr. Focarry. And we gave you $5 million ? 

Mr. Goopwin. That is ‘Tight. 

Mr. Focarry. Has that been used up? 

Mr. Fosrer. All but $2,300,000. 
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Mr. Goopw1n. Which we propose to continue because of the situa- 
tion on increased salary costs and workload. It was figured 
very carefully, and we think it would not be safe to use up all of that 
at this time. 

Mr. Focarry. You still have $2,300,000 left in the contingency 
fund ¢ 

Mr. Goopwin. Yes, and that is taken into account—— 

Mr. Foearry. For increased salaries and increased workloads that 
you could not foresee at the time that you made the original request. 

Mr. Goopwiy. That is right. 


DUPLICATE FILING OF CLAIMS 


Mr. Fernanpez. Mr. Bofferding was speaking about duplicate filing 
by veterans in two different States. Do we have any penalty against 
the filing of duplicate claims? 

Mr. BorrerpinG. All the State laws provide a penalty for fraud, 
and they can prosecute a veteran if there is a willful intent to defraud 
the system, under the State law. 

The Federal law, in section 405, also provides a penalty for willful 
misrepresentation to obtain these benefits. So that the individual 
could be prosecuted under the State law provisions, or prosecuted 
under the Federal law provisions. 

Mr. Fernanvez. For the duplicate filing ? 

Mr. Borrerpine. For willful misstatement or misrepresentation. 

Mr. Fernanpez. For a willful duplicate filing, then, and you do 
not have to wait until he does collect under it ? 

Mr. BorrerpinG. He does not need to collect. 

Mr. Fernanpez. I take it that the number of those that are filed 
in duplicate are relatively small from the figures that you have given 
us. 
Mr. Borrerptnc. There are about 80,000 up to now who have filed 
an initial claim. 

Mr. Fernanpez. And only 150 have filed duplicates? 

Mr. Borrerpinc. There have been about 150 duplicate claims, 
many of which were in error, and the veteran did not understand that 
he had actually filed a claim before he moved from one State to 
another. So most were perfectly innocent errors. 


STUDY OF STATE EMPLOYMENT SECURITY LAWS 


Mr. Focarry. Before I forget it, I think the last time you appeared 
before this committee it made a request to you to furnish the committee 
with a study of changes in State laws because we felt that some of the 
States were getting a little bit out of line. Have you made that 
survey ? 

Mr. Goopwin. Yes, we have, and we have reported to the committee. 

In that connection, Mr. Chairman, I would like to suggest for the 
committee’s consideration, if you can find the time, a session on that 
report. I think the report is very significant. 

Mr. Fogarry. I think, Mr. Chairman, we agreed at the time when 
we were asked to provide these increased appropriations that we ap- 
parently did not have any checkrein on what the States were doing. 
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We found 4 or 5 States were making major changes in their laws and 
seemed to be getting out of line with the rest of the country, so far as 
costs of program administration is concerned. I think that is the rea 
son why we asked for it—to find out what the story is. 

Mr. Goopwin. We were fortunate in making arrangements with Dr. 

‘auri, of the University of Michigan. Dr. Fauri used to be with the 
Library of Congress as their social-security expert, and we were for 
tunate in getting his services to head up this study group. We have 
cleared the study, discussed it, consulted with the Federal Advisory 
Council made up of labor, management, and the public, and we have 
a subcommittee of State administrators in the Interstate Conference 
of Employment Security Agencies that consulted on it and worked 
with us on the development of it. I think that we have come up with 
a very good report which this committee will be interested in going 
into in rather full detail. 

I would suggest for your consideration a meeting where we can have 
Dr. Fauri here to present the findings. 

Mr. Bussey. I might say that study has been sent to the committee, 
and it was my thought that as soon as we get the supplemental appro- 
priation requests out of the way that we have a meeting to go into the 
matter in detail. 


GRANTS TO STATES 


Mr. Bussey. The next item will be Grants to States for unemploy- 
ment compensation and employment service See For this 
purpose you are requesting an additional sum of $8,750,000. 

Mr. Goopwrn. That is right. 

Mr. Bussey. The amount already appropriated for 1953 is $190, 
360,000. 

We shall insert in the record at this point the summary breakdown 
at the top of page 5, the table on page 9, which shows workload esti- 
mates under the program, and also the table on page 15, which shows 
additional detail with regard to the workload estimates under the 
new veterans’ program. 

(The information is as follows :) 


Summary statement of estimate 


Increase in total man-years due to increase in benefit claim loads___ $4, 522, 000 
Increase in salary rate from $3,450 to $3,563 4, 690. 000 
Nonpersonal service costs (additional retirement costs) —~.-------~~ 310, 000 
Additional postage cost due to increased claim load__--_~- 252, O00 
Unemployment compensation for veterans___---------_--~- 1, 750, 000 
Decrease in reserve for area manpower committees_______--_____- —74, 000 
Salary increases absorbed by contingency fund already appropriated. —2, 700, 000 


Total amount requested 8, 750, 000 
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3, 750, 000 


Function | 


Initial claims taking, intrastate 
Continued claims taking, intra- 
state 
Initial claims taking, interstate 
Continued claims taking, inter- 
state 
Monetary determinations 
Nonmonetary determinations 
Benefit payments 
Benefit appeals 
Services to applicants and claim- 
nts 
Total working time 
Nonoperating time (5 percent) 


Subtotal 
(10.5 percent) 


Total man-years 
Average State salary rate 


Personnel cost for additional 
workload 

Increase cost for rise in average 
salary rate ($3,450—$3,563) 


Total personal service cost 

Additional nonpersonal service 
cost 

Additional postage cost due to in- 
reased workload 

Additional cost for veterans’ un- 
employment compensation 

Decrease in area Manpower com- 
mittee reserves 

Salary inerease absorbed by pres- 
ently available eontingency 
funds 


Total request_ 
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402. 
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9, 400, 000 


42, 600, 000 | 


450, 000 


2, 150, 000 
5, 350, 000 
2, 650, 000 
37, 700, 000 

200, 000 


| Workload 


increase 
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compensation 


Minutes per 
Workload | unit of work- 
load 


Direct operations: 

Initial claims taking, intrastate ; 295, 000 | 
Continued claims taking, intrastate___- : 1, 475, 000 
Initial claims taking, interstate 5, 000 
Continued claims taking, interstate ; : 25, 000 
Determination of veterans status 210, 000 
Nonmonetary determinations 90, 000 
Compensation payments 1, 300, 000 
Appeals ‘ 6, 500 
Overpayment and fraud dou seese anus 
Transfer of claims between States 


Total operating man-years 
Administrative, technical and staff 
Reports and analysis 
Executive 
Fiscal 
Total administrative, technical and staff 
Subtotal 
Nonoperating time 
Subtotal 
Leave 
Total man-years 
Average annual salary rate 
Total personal service cost 
Nonpersonal service cost: 


Retirement contributions.....................-._ $67, 500 | 
Other oe sasde sdivcedecdaSeckssne Gee 


ack s4. Sc cebnsboaki ‘ : Saaicatele poe 


Mr. Bussey. How does the workload estimate for the last 6 montlis 
of 1953 compare with the first 6 months’ actual experience, Mr. 
Goodwin ? 

Mr. Goopwrn. The last 6 months is scheduled to go up a little bit. 
Mr. Love, could you answer that? 

Mr. Love. The initial claims, Mr. Chairman, were 5,225,000 in the 
first 6 months of fiscal year 1953. With the additional funds we will 
have money for 4,625,000 initial claims in the last 6 months whic : will 
be 21 percent below the level which prevailed in the fiscal year 1952 
in the same period. Actually we are expecting initial claims to go to 
5,475,000 or slightly above the first 6 months’ experience. 

Mr. Bussey. Trying to look into the crystal ball, it would seem that 
employment should be at a pretty high level during the last 6 — 
of the fiscal year and there is little to indicate many major strikes, si 
should not a definite drop take place in the last half of fiscal ae 
1953 ¢ 

Mr. Goopwin. In the claims? 

Mr. as Yes. 

Mr. Goopwin. No, we will not get a substantial drop there until 
late in the fiscal year, the last 2 months. Could you give them those 
estimates, Mr. Love? 

Mr. Love. I was about to show these charts. 

Mr. Bussey. Do you have a table showing the revised workload 
estimate ? 
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Mr. Goopwry. Yes; we can give you a table on the revised work- 
load. 

Man-year I think this table, which breaks out the workload items, Mr. Chair- 
man, showing what is presently available and the revised estimate and 
what the difference is, will meet the point you are interested in. 

Mr. Bussey. Do you have a copy of that we can put in the record? 
Mr. Goopwin. Yes; we can put this in the record. 

Mr. Bussey. We will put that in the record at this point. 

(The document is as follows :) 


Unemployment insurance workloads, fiscal year 1953 


| 
July 1-Dee. | Jan. 1-June 
Workload } 31, 1952, 30, 1953, 


| experience estimate 


! Fiscal year 
1953, estimate 


Initial claims taking, intrastate : : 4, 973, 000 | 5, 227, 000 | 10, 200, 000 
Continued claims taking, intrastate _______- ------| 20,351,000 25, 799, 000 46, 150, 000 
Initial claims taking, interstate eT ee ’ seal 252, 000 248, 000 | 500, 000 
Continued claims taking, interstate __ ‘ 3 1, 062, 000 1, 288, 000 2, 350, 000 
Benefit payments (checks issued) i , ’ | 17,563,000 | 22,937,000 | , 500, 000 
Benefit appeals , 112, 000 103, 000 215, 000 


To accomplish this workload approximately $3,750,000 above funds requested would be needed. 
STATE SALARY INCREASES 


Mr. Bussey. Is all the increase in average salaries attributable to 
general increases passed by State legislatures, or is some of upgrading 
353, 500 done administratively ? 
1 7. 00 Mr. Goopwin. Some of it is upgrading that is done administratively. 
Mr. Bussey. Would you have any idea as to what proportion of it 
would be administrative ? 
Mr. Goopwin. We have an allowance for that figure. What is the 
percentage, Mr. Foster ? 
Mr. Foster. Ordinarily it runs about 3 percent each year. That 
has been our historical experience on that, Mr. Busbey. 
Mr. Keenan. Three percent of the total payroll, you mean? 
Mr. Foster. Yes. 
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) in the 
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NON-PERSONAL-SERVICE COST 


Mr. Bussry. On this table on page 9 there is an item for “Additional 
non-personal-service cost” of $310,000. Of what is that $310,000 
composed ? 

Mr. Love. That is for retirement, Mr. Chairman. When the per- 
sonal-services cost goes up we must pay to the State Retirement System 
an additional amount. That is computed exactly as the original appro- 
priation was computed, 4.83 percent of the personal-service cost. 


em that 
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MANPOWER COMMITTEES 


re until Mr. Bussey. There is an item “Decrease in area manpower com- 
m those mittee reserves” which, according to the table, is being decreased by 
$74,000. Could that item not be reduced more than that amount ? 
Mr. Love. That is a reserve we had at the beginning of the year of 
orkload $324,000 for the area manpower committees, and we decided we would 
only have to spend $250,000 for the purpose. That has been obligated 
to the States. 
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Mr. Goopwin. Mr. Chairman, on that we have cut back on tha; 
acitivity, as this indicates, but we feel it is important that we keep » 
standby organization, because none of us knows what. is going to 
happen in this emergency situation. These labor- -management con 
mittees are absolutely essential to meeting a manpower problem in a) 
emergency period or a war period ‘on cannot set them up ove: 
night. We figured what we are asking for was about an irreducib| 
minimum. If we should get into an all-out war »»d hove to have them 
cover the country, this item would go way up. This is really a standby 
arrangement. ; 


POOR ADMINISTRATION'S EFFECT ON TRUST FUND 


Mr. Bussey. On page 8 the last sentence of the first paragraph of 
the justifications reads as follows: 

If these funds are provided, it will be reasonable to assume that the States 
might perform 10 percent more workload; but to start out with inadequat 
funds and require larger performance would only insure a deterioration in quality 
of the service rendered to the public and might cause an abnormal drain on th 
unemployment trust fund. 

Why do you think there might be an abnormal drain on the unem 
ployment trust fund. Mr. Goodwin? 

Mr. Goopw1n. Well, because under those circumstances a poor ad 
ministrative job would be done. We have seen that happen time and 
again when we got into these jams on administrative money and the 
State had only so much to do with. They cut back on the personne! 
in essential spots. It is not good economy on an overall basis. You 
put out more than you save by far in benefit payments. 

Mr. Keenan. It means when the load of people comes to the 
counter to file their claims, instead of taking a couple of minutes and 
asking the man what kind of effort he has made to find work, reall) 
trying to find out if he will take a job, they just run them through 
every "10 or 15 seconds and just sort of pay them automatically. Many 
of the administrators feel that that does result in a drain on the trust 
fund. They feel very strongly that they must have enough claims 
personnel so that they can be sure that the claimant is actually avail- 
able for work and will take a job. They like to test check and offe 
some of them jobs. Unless they have enough claims-taking personne! 
they cannot do that. 

Sometimes in the big industrial cities, where the load goes up ver) 
quickly and they have to just run the claimants through i in about 10 

seconds, we and the States get very alarmed at the drain on the fund. 
That is what we are trying to say here. In the New Yorks, Detroits. 
and Los Angeleses, where you get big layoffs, it is a very, very difficult 
situation because it means they have to bring in temporary people 
quickly. The States have developed arrangements where they can get 
temporary claims clerks on very short notice to handle it, to give a 
reasonable job test. 

There has been a lot of newspaper criticism of fraud in some areas 
of the States, and we are trying to do a good job so there will not be 
any fraud in the program. 

Mr. Fosrrr. The payment of a few thousand claims, Mr. Chairman, 
to which the individuals might not be entitled, will quickly offset a 
rather substantial sum of money for administrative purposes. 
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BASIC ASSUMPTIONS RE VETERANS’ UNEMPLOYMENT COMPENSATION 
REQUEST 


Mr. Bussey. On page 10, under “Veterans’ unemployment compen- 
sation” it states: 

This request has been based on the following basic assumptions ; 

1. The unemployment rate for veterans covered by the act will be the same 
as for the entire labor force when the veterans have completed their mustering- 
out period ; 

» 20 percent of the veterans covered by the act will be out of the labor force 
during an average week to exercise their educational rights under the act; 

3 From the end of June, 1950, through 1952, about 1 million servicemen have 
heen discharged and 1 million more men will be discharged by the end of fiscal 
vear 1953. 

UNEMPLOYMENT RATE 


Now, with the veterans having job preference and re-employment 
rights under the law, I wonder about the validity of the first assump- 
tion. 

Mr. Goopwrn. About the same rate as for other people in the labor 
force ¢ 

Mr. Bussey. Yes. 

Mr. Goopwin. Well, they do have preference and it is true that the 
Employment Service gives extra service or extra effort in trying to 
place them. ‘They have some disadvantages, however. 

A very large percentage of these men coming out of the service 
now have not had previous work experience. There is also the factor 
of relating what they may have learned in the armed services to a 
civilian job. 

We have no experience in this area that you are talking about except 
the few months that the program has been in operation, Mr. Chairman, 
and that is not adequate to tell you exactly what is going to happen in 
these areas. One factor is that they are not entitled to unemployment 
compensation payments in the period of their mustering-out pay. 
That runs all the way from 1 to 3 months. That will undoubtedly 
operate to cut down on the amount of unemployed; rather, on the 
umount of applications or the number of applications. 

jut I am inclined to believe that the figure will turn out to be a 
conservative one. Our experience so far, as of January 17, is that the 
rate of applications of veterans to this program was 2 .6 percent. The 
civilian at that time was 2.7. Now, the civilian is going down and the 
veteran is going up at the moment. 

Mr. Bussey. On page 5 of your prepared statement you state: 

Unemployment among eligible veterans would be the same as for the entire 
labor foree, which we assume will be at 3 percent. 

Mr. Goopwin. Yes. 

Mr. Bussey. You state at the present time it is 2.6? 

Mr. Goopwrin. This was January 17. It was 2.7 for civilians and 
2.6 for veterans, but the veterans’ was going up at that time and I 
believe the civilian was remaining about c onstant. 

Mr. Bussey. How long has it been 2.62 

Mr. Goopwin. I think it just arrived there. It is going up. It 
started, you see, from zero and it has gone up. In December it was 
somewhere between 1 and 2. 

Mr. Borrerpine. That is right. 
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Mr. Goopwin. Do you have the exact figure ? 

Mr. Borrerpinc. The program just started October 14, so it has 
been going up rapidly since that time. It has increased each week 
until the week of the 17th, when it hit 2.6 percent. In December the 
average was under 2 percent, probably about 2% percent for the 
month. 

Mr. Bussey. Do you have an estimate of when you think it might 
reach 3 percent ? 

Mr. Goopwin. We think it will do it this month. 

Mr. Borrerpine. We think it will reach 3 precent by the end of 
this month, and we think it will go above 3 percent for a while and 
then taper off towards the end of ‘the year as employment conditions 
improve in the spring. 

Mr. Bussey. How were assumptions 2 and 3, that I just read into 
the record, arrived at? 

Mr. Goopwin. The estimate that 20 percent of the veterans covered 
by the act will be out of the labor force on educational activities was 
arrived at after consultation with the Veterans’ Administration. It 
was based principally on the experience of the program that was in 
effect right after World War II. We figured that it would be about 
what it was for the program in the years ; following World War II. 

Mr. Bussey. You expect, then, that the approximate percentage of 
the men coming out of the service who take advantage of the new 
so-called Korean GI bill of rights will be the same as was true under 
the GI bill of rights for World War IT; is that correct? 

Mr. Goopwin. That is right. We could be wrong on any of these 
assumptions, as I say, because we just have not had the experience: 


but these take into account all of the information we could get. They 
are the best estimates we can make in the circumstances. 

I think I made the point on No. 3, Mr. Chairman, that out of that 
2 million which is involved there we have about 114 million now. 


LENGTH OF PERIODS OF UNEMPLOYMENT 


Mr. Bussey. On page 12 under “Benefit payments” you state: 

The spells of unemployment among veteran claimants were estimated to be 
longer than for unemployment insurance claimants. 

Why should they be longer than for other unemployment insurance 
claimants? 

Mr. Goopwin. Well, I do not know whether we have the complete 
answer to that or not, Mr. Chairman. Veterans generally are not 
settled down quite as much as civilian workers. There is a certain 
amount of restlessness involved in those who have returned from the 
fighting fronts. They just do not settle down as quickly as those 
who are in the civilian labor force. That is one factor. 

I would say that we have an additional special problem. I wonder 
if we could talk about this one off the record for a moment ? 

Mr. Bussey. Surely. 

(Discussion off the record.) 
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NONOPERATING TIME 


Mr. Bussey. In the table on page 15, which has previously been 
inserted into the hearing, you have an item of Nonoperating time. 
Would you tell the committee what that nonoperating time means ‘ 

Mr. Goopwin. That is what you come up with when you apply a 
time and cost system. There is a certain amount of time that cannot 
be accounted for. It is lost motion. I do not know just how you 
would describe it. 

Mr. Keenan. The rest periods. 

Mr. Goopwrn. Rest periods and that sort of thing. That is what 
that item is. Every operation has some of it. This is merely a recog- 
nition of the item in our cost accounting. 


NON-PERSONAL-SERVICE COST 


Mr. Bussey. A little further down you have “Non-personal-service 
cost” under the item “Other” in the amount of $286,000. How was 
that arrived at? 

Mr. Love. Mr. Chairman, I think I misinformed you before. Only 

, part of the nonpersonal services is for retirement. That is the 
567,500 item. The balance is an estimate for items for which we 
actually cannot give a fine breakdown. We know that we will have 
some other non-personal-service cost. For instance, there must be 
printing and there must be supplies in connection with the forms for 
this program. So we have put in an estimate for $286,000 for those 
items, 

Mr. Goopwrn. Is it principally for supplies, Mr. Love? 

Mr. Love. It would cover mostly supplies, communications and 
travel in connection with the starting of the program. 

Mr. Bussey. That estimate, I take it, comes from the experience 
you have had in the past regarding the cost of items of this kind? 

Mr. Foster. Yes, sir; it is a very conservative estimate. 

Mr. Boner. About this last item that the chairman was just dis- 
cussing—do you have other specific items in your request for such 
things as communications ? 

Mr. Love. If you are addressing the question to me, I would like 
to state that nonpersonal services is an area we have _ — able 
difficulty in financing adequately. Prices, as you know, sir, have been 
increasing for a number of years, and yet our appropr idieen for this 
category have not kept pace. 

Mr. Goopwin. I think Mr. Budge’s specific question, though, is 
whether we did not have this specific item elsewhere in the budget. 

Mr. Fosrrer. No, it is not elsewhere in the budget, Mr. Budge. The 
only other item is for the salaries and expenses of the Bureau itself. 
There we do have a breakdown of the nonpersonal services. This is 
for the grants to the States, and the total amount of nonpersonal serv- 
ices 1S as you see it in the statement. 

Mr. Buper. The other items I saw going through the justification 
relate to the Bureau iself ? 

M: Foster. Yes, sir. 
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UNEMPLOYMENT COMPENSATION FOR VETERANS 


Mr. Bussey. The last request under your Bureau is for “Grants 
for unemployment compensation for veterans.” Your request for 
this item is $32,200,000. There has been no previous appropriation 
for this item, has there? 

Mr. Goopwin. That is right. AJ] that has been done was that the 
Congress authorized us to use the grants to States for this purpose 
until the Congress could consider it. 


EXPENDITURES BY MONTHS 


Mr. Bussey. Since the law went into effect, how much has actually 
been spent ? 

extn Goopwin. The figure, Mr. Chairman, as of January 24th, was 

5.426.635 

i October we had 2 weeks of operation only, and we spent $76,- 
878 there. November went up to $981,000. December was $2,091,000. 
These are round figures. In January, 3 weeks of January to the 24th, 
it was $2,277,000. 

Mr. Bussey. What is your estimated cost of the program for each 
month of fiscal year 1953 ? 

Mr. Goopwrn. I have given you up to the 24th of January. In 
answer to your question I will have to say, Mr. Chairman, that a cur- 
rent detailed examination would indicate that our estimate was a 
little bit high and that it can be cut. I would like to give you, in 
answer to your question, our present estimate. 

Mr. Bussey. That is what I was Jeading up to, to ascertain if the 
full $32,200,000 is needed at this time, although I appreciate that this 
request was figured some time back. 

Mr. Goopwin. That is right, and at a time when we had practically 
no experience. Our experience is still inadequate in terms of reli: ible 
estimates, but our estimate is that for the last week in January it will 
run about $1 million, for February it will run $4 million, for March 
$4,500,000, for April $4,100,000, for May, $4,050,000, and for June 
$4,050,000. That is a total of $21,700,000 for the rest of the fiscal year. 
When you add that to the $5 426,635 which we spent up to January 
24, you have a grand total of $27,200,000. 

Now we feel, Mr. Chairman, that on that kind of an estimate we have 
to add a million dollars to have anything like a safe estimate. When 
you scatter this money around to 51 different jurisdictions you have to 
have at least a half million dollars in order to meet the problem of dis- 
tribution. So we figure the best estimate we could give now on the 
latest information would be a need for $98,900,000. That represeats 
$4 million less than what we asked for in this request. 


RELATIONSHIP OF OBLIGATIONS AND EXPENDITURES 


Mr. Bupee. Mr. Goodwin, would you clarify this for me? The 
statement here on page 1 says that ‘the expenditures to date are 
$3,164,404. That is as of December 31, 1952. 
Mr. Goopwin. Yes. 
Mr. Bunce. Then you have an obligation item of $5,702,064 on that 
same date. Which figure is comparable to the figure you just gave us 
as of January 24, 1953? 
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Mr. Love. That represents the grants that we made to the States. 
We have to get the money out to them in advance. We have given 
them that much to that date. 

The second figure represents the actual expenditures of the money. 
When we send the money to the States we record it on our books as an 
obligation. 

Mr. Buper. Then the figure which is listed as an expenditure to 
December 31, 1952, on page 1 would be comparable to the figure of 
$5,426,000 as of January 24, which Mr. Goodwin gave us a few min- 
utes ago? 

Mr. Love. Yes, sir. 

Mr. Bussey. That concludes the supplemental requests for the Bu- 
reau of Employment Security. We thank you, Mr. Goodwin and 
gentlemen. 

Mr. Goopwin. Thank you very much, Mr. Chairman. 


Tuurspay,. Fespruary 5, 1953. 


Bureau or Lapvor StTarisrics 
WITNESSES 


EWAN CLAGUE, COMMISSIONER 

HENRY J. FITZGERALD, ASSISTANT COMMISSIONER 

EDWARD D. HOLLANDER, CHIEF, PRICES AND COST OF LIVING 
DIVISION 


OFFICE OF THE SECRETARY 


JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY 
Vv. S. HUDSON, ASSISTANT BUDGET OFFICER 


Mr. Bussey. The committee will come to order to consider a re- 
quest for $150,000 which it is estimated it will cost to continue the 
publication of what we might term the “old” Consumer Price Index 
which was discontinued at the end of December 1952, when the new 
index came into being. 

We have before us Mr. Clague, Commissioner of the Bureau of 
Labor Statistics. Mr. Clague, please give us an explanation of the 
situation as it now exists and the basis for this additional request of 
$150,000 to carry on the two consumer price indexes. 


GENERAL STATEMENT 


Mr. Ciacur. Yes, Mr. Chairman. 

As you stated, the Bureau of Labor Statistics’ old series price index 
was discontinued at the end of 1952. We have been revising this index 
for the past three and a half years, and your subcommittee here has 
provided us the funds to do that in four different fiscal years, begin- 
ning in 1950. We completed the revision at the end of this year, and 
are planning the introduction of the new revised index for the month 
of January. 
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Also, the Congress has indicated approval of this revision through 
the House Committee on Education and Labor, which held extensive 
hearings on this in the summer of 1951, and as a result of those hear- 
ings, at which labor and management and the public testified, they 
made recommendations to us concerning the revision of the index 
which we followed as closely as possible. I have a copy of those 
hearings here. They were made available to the Congress as House 
Document 404, 82d Congress, 2d session. 

Now, the Bureau has been periodically announcing to the public 
that this revision would occur at this time—early 1953. I have here 
a record of the different notices that I have sent out over the past 2 
years calling attention to this impending change. However, when I 
made my announcement on January 16, in w hich I issued the Decem- 
ber 1952 index—the old series index—for the last time, there arose 
immediately afterward a demand for the continuation of the old 
series index. This came from both management and labor groups. 
It reached Chairman Smith of the Senate Labor and Public Welfare 
Committee and also Chairman McConnell of the House Education and 
Labor Committee. They went to the White House and took the 
matter up, after which there were consultations and conferences, as 
a result of which the President on January 30 issued a request to the 
Bureau of Labor Statistics to revive this index for a period of 6 
months. 

Perhaps I should explain, Mr. Chairman, that during the last sev- 
eral years—in fact for as long ago as 5 years—there have been a 
great many labor-management contracts based on these indexes of 
ours. In fact, literally billions of dollars are involved in the move- 
ment of the index both up and down, with both wage increases and 
decreases. There are a number of contracts which are still on the old 
series index in spite of the fact that its discontinuation was announced 
a long while ago. 

So the requests have come in, in general based on the idea that if 
they had more time to see these indexes side by side—the revised index 
which we will now be publishing month by month and the old series 
index continued for 4 period of 6 months—they might find ways and 
means of making the transition, and thereby solve this problem. 

I have here a copy of the White House statement and Secretary of 
Labor Durkin’s statement, and also of my notice to users, which I 
am mailing this afternoon. 

Mr. Bussey. We will put those statements in the record at this point. 

Mr. Cuacur. Yes. 

(The statements are as follows:) 


WASHINGTON, D. C., January 30, 1958. 


WHITE HOUSE PRESS STATEMENT 


Senator H. Alexander Smith, chairman of the Senate Labor and Public Welfare 
Committee, and Representative Samuel McConnell, chairman of the House Com- 
mittee on Education and Labor, have brought to the attention of the adminis- 
tration the concern of Members of Congress about the industrial-relations 
problems which might arise over the discontinuance of the old series Consumer 
Price Index. They have been joined in urging that this index be continued by 
both labor and management groups which have collective bargaining agreements 
with wage escalator clauses based on it. 

On the basis of a study of these requests, President Eisenhower has asked 
the Bureau of Labor Statistics of the United States Department of Labor to 
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resume aS quickly as possible the compilation and publication of the old series 
index through June 30 of this year. 

The Bureau will proceed with its announced program of issuing the revised 
Consumer Price Index which has been produced as a result of a 3-year revision 
program authorized by the Congress in 1949. The revised index will be the 
official index of the Government for public-policy purposes. 

The old series index, which has become obsolete in recent years, will be issued 
solely for the’purpose of meeting the needs of certain labor unions and business 
concerns which have contracts based on it. This will provide them with con- 
current data for comparative purposes for a period of time during which they 
can work out transitional problems arising out of their contracts. 


STATEMENT BY MARTIN P. DURKIN, SECRETARY OF LABOR 


In accordance with the request of President Eisenhower, I have instructed 
the Bureau of Labor Statistics to proceed as rapidly as possible with the work 
of reestablishing the old series Consumer Price Index which was discontinued 
at the end of 1952. 

The decision to resume compilation of the old series index for a 6-month period 
was taken at the urging of labor and management groups in order to facilitate 
the transition to the new or revised index. 

At the same time, I have instructed the Bureau to give priority to the task 
of preparing and issuing the revised Consumer Price Index, which will be the 
official index of the Government. This revised index is the product of more than 
3 years of intensive revision which was authorized by Congress in 1949. I wish 
to assure the general public and the users of the revised index that this official 
index will come out on schedule. 

Some labor and management groups have already renegotiated their contracts 
to make use of the revised index in their wage-escalation provisions. Others 
are in the process of negotiating a shift to the revised index. It is my earnest 
hope that both labor and management groups will expedite their efforts to find 
mutually satisfactory ways of shifting their escalator contracts to the revised 
index during this period. Certainly all new contracts involving wage escalation 
should use the revised index. 

I wish to emphasize that, subject to the difficult administrative problems which 
must be overcome, the old series index will be made available as quickly as 
possible. 


Mr. Cracur. I think, Mr. Chairman, that summarizes the general 
situation. 


REASONS NEED FOR BOTH INDEXES NOT APPARENT BEFORE 


Mr. Bussey. The thing which puzzles me just a little bit is the 


‘fact that both labor and management have been advised repeatedly 


and they have known for a long period of time that this change was 
to take place. 

Mr. Cracur. Yes. 

Mr. Bussey. Did you have any prior notice to the effect that ae 
would like to have both these consumer price indexes continued for : 
period of time because of their contracts which were tied in to the 
old index ¢ 

Mr. Craeur. No, sir, Mr. Chairman; not until about early in Janu- 
ary, Which was the first time this came to our attention. 

I think there was an announcement by the president of the United 
Automobile Workers, C1O, after my announcement of November 2 
1952, which said definitely the Bureau’s changes would occur at this 
time. I think he made an announcement that this would involve 
the reopening of his contract with the automobile companies. That 
was a public announcement, and was an invitation to the companies 
to come in to bargain. But even for a while after that there was 
still no indication that this would lead to any continuation of the 
old series index. 
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However, somewhat later, Mr. Chairman, the railroad unions ca) 
in and asked for a period of overlapping of the two indexes. They 
have contracts with the railroad companies covering about one ani 
a quarter million workers. They have a provision which states tha: 
the Bureau of Labor Statistics shall furnish them with a conversio; 
factor which will enable them to solve the mathematics of getting 
across and continuing on the revised index. Negotiations have bee 
under way with both the railroad unions and the railroad manage 
ments. However, before the *y came to any agreement on this point, 
the railroad unions also requested that the old series index be co: 
tinued for a limited period of time so that they could see the tw: 
indexes side by side and make their adjustments some time this 
spring. It was on the basis of that, I believe, that the President acted. 

Mr. Bussey. I can appreciate that this is really a very serious prob 
lem because, as I understand it, a change of even one-tenth of 
percent in the Consumer Price Index might mean millions of dollar: 
to some of the larger industries which have contracts tied to the 
Consumer Price Index. 

Mr. Cracur. You are right, Mr. Chairman. The railroad contracts 
run 1 cent in wages per hour for 1 point on the index. The auto- 
mobile contracts in general are about 1.7 points to 1 cent. Of course, 
at the margin even one-tenth of a point—making it fall below— 
makes it fall by 1 cent. Of course that will run into millions of 
dollars each year, each change of a penny, so it is a very critical 
matter to both sides. 


DIFFERENCES BETWEEN INDEXES 


Mr. Bussey. Mr. Clague, would you outline for the committee 
briefly the difference between the old index and the new index? Just 
what is involved in this change-over so far as the make-up of thi 
index is concerned ? 

MORE COMMODITIES PRICED 


Mr. Ciacur. Yes; Mr. Chairman, I would be glad to do that. In 
revising the index we found that it was more important to us fol 
accuracy, than anything else, to have more commodities in our pricing. 
There are roughly about 2,000 different kinds of items that the average 
family buys. Two years ago, when we made our family expenditure 
studies that you authorized, we studied the way in which families 
bought these 2,000 items. We studied how much they spent on meat, 
how much they spent on clothing, how much they spent on shoes, 
how much they spent on automobiles, and so forth. 

Now, in the course of our studies, we found that we were pricing in 
the old index about 200 items out of the 2,000. The remaining items 
are assumed to change in price like the 200. We made tests which 
show that. 

As an illustration, Mr. Chairman, we can price hamburger, and on 
the price of hamburger we can carry a good many other beef cuts. 
We do not have to go out and price all of the cuts in beef. We have 
some other cuts in our beef price list, but I just want to illustrate the 
point, that among the kinds of beef, hamburger represents well the 
general price changes of beef. 
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In our survey we found out that we ought to price more than 200 
items, so in our revised index we price 300 instead of the 200 items. 
We picked up a number of items to be priced each month for our 
market basket which were not formerly priced. We found that out 
because our studies showed that they did not behave in price like the 
other 200 we were pricing. Some of these items we now have did not 
exist before. Frozen foods, for example, are a very important item 
in the family budget. In 1935-36, when we made an earlier study, 
frozen foods were unknown, practically. That is an illustration of 
items we have added. 

SHIFT IN WEIGHTS 


A second important change, Mr. Chairman, was a shift in the 
weights. This is very important. You will hear a great deal about it. 
By the weights we mean how much of the family budget is spent for 
food, how much of the family budget is spent for clothing, how much 
is spent for medical care, and the different kinds of family ex 
penditures. 

Now, in our old index the weight of food was too heavy. That is 
why we started this revision. I would like to explain why it was too 
heavy. In 1935-36 the families were making about $1,500 a year. 
That was about the income of the average family of working people. 
They spent about $500 on food, or about one-third, so we gave a 
weight to food of about one-third in our index. Then we had the 


other two-thirds spread among clothing, fuel, and other things. 
Now, as prices have changed over the last 15 years, food rose more 
than anything else. It went up about 214 times. But rent, for in- 


stance, lagged quite far behind. Asa result of that development over 
this period, food came to have a still higher weight in the market 
basket than it had before. The higher rise of the price of food 
brought this about. The same quantity we use each month in the 
market basket meant that the food weight rose until it was over 40 
percent. of the total index. 

That is not a true picture of the weight with which families are buy- 
ing food in 1952. ‘They are only ‘spending about one-third of their 
income, because they have higher incomes now than they had before. 
They have about $4,000 average income now, and they are not spending 
40 percent of that for food. So in our revised index we have reduced 
the weight of food down to less than one-third, where it belonged. The 
effect of this is to make our revised index more stable, and to more 
accurately reflect the expenditures of today. 

But the old index, with its excessive weight for food, meant that 
it went up and down more in response to changes in the price of food. 
That happens to be one of the reasons why some of the contracts were 
not shifted from that old index, Mr. Chairman. Food has been going 
up. It meant that that old index went up faster, and therefore it 
looked good on the up side. Now it is falling, as a matter of fact, 
and is falling somewhat faster because food happens to be going down 
at this moment. That-is one of the reasons why we have not had 
the conversions to our revised index that we might have had. 

29310—53——16 
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PROCEDURE FOR GETTING JANUARY DATA 


Mr. Bussey. Tell the committee if you will, please, just how you 
expect to reconstruct data for the month of January on the basis of 
the old index, inasmuch as the month has now passed. 

Mr. Cuacur. Yes, Mr. Chairman; I am glad to do that. 

First of all, I would like to explain that we have a lot of January 
prices right now. We are out collecting the 300 items for the new 
index, of which the old 200 are still there, and so we have already co] 
lected, for the old index, prices in all the stores of 20 large cities. 

Now, we are missing some cities that we dropped. Of cours 
we will have to go back and reinstitute our price reporting in ta 
cities we dropped. There are some 14 of these cities that are not 
our revised index. For the new revised index we are working with 
fewer large cities than we used to have. So in those cities—Birming 
ham, Ala., is an illustration of one that was dropped—we will go back 
now and collect the prices from the stores by a system of back pricing. 
We have to go out to these stores and persuade them to resume report 
ing. I wrote them all letters and thanked them, and said that after 
many years of association we were through. Now I am sending thx 
agent back, who will tell them about President Eisenhower's wishes 
in this matter, and I hope that 100 percent of them will resume the 
reporting. 

They will return in this month of February. Some of them are 
already on their way. They will collect for February, and then they 
will collect the prices for January from those same stores. 

Mr. Chairman, we will do that in various ways. The stores will 
consult their records of sales, for example. Some of them, such as in 
the chain stores, have very good records, anyway, which they normally 
keep. In one way or another we will obtain prices, either actual or 
estimated prices, for all of the items for the month of January. Now, 
it will take a little time, as I explained in my notice to the users, to do 
that. I will not be ready by the 1st of March with the January index, 
but we are making a rec ‘ord of every step we are taking, Mr. Chairman, 

sach statistical step we take, in order to get this January index appro- 
priately built up. Each step will be carefully documented and will 
be available to the public so that they can see what we did. 


NATURE OF FINANCING REQUESTED 


Mr. Bussey. In order to carry out the directive of the President to 
publish the old index for the first 6 months of the calendar year 1953, 
the Bureau of the Budget proposes that $100,000 be transferred from 
the appropriation for salaries and expenses of the Economic Stabiliza- 
tion agency, and $50,000 from the appropriation for salaries and ex- 
penses of the Mexican farm-labor program. Would you care to com- 
ment on that method of financing this work, Mr. Clague? 

Mr. Cracue. Well, I wonder if I should ask Mr. Dodlion to explain 
that. 

Mr. Bussey. He probably would be the right man to comment on it. 
I appreciate that your problem is just to get the funds with which to 
do the work. 

Mr. Cracur. That is right. In fact, I did not know where they 
were coming from until I saw the letter this morning. 
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Mr. Dopson. When this problem first came up, the Bureau of the 

Budget first explored the possibility of getting funds from the Eco- 
nomic Stabilization Agency on the basis ‘that this would be an aid to 
continuation.of the stabilization of wages. They thought that would 
be a good source to explore. As I understand it, they checked with 
the C ‘omptroller General as to the availability of Economic Stabiliza- 
tion funds. Some question was raised as to whether or not those funds 
would be available beyond April 30, so they thought in order to be 
sure that these funds would be available for the full period needed 
that they should ask Congress to sanction this transfer which, in my 
opinion, really reappropriates the money and makes it available unt i] 
July 31. 

With regard to the second point in the appropriation, for financing 
the Mexican farm program, we have had a reserve set up in the Bureau 
of the Budget, so that was the other source they considered to tap. 
lhe availability of the moneys through July 31 is necessary because 
the prices that are collected in June will not come out until July. So 
that in the memorandum to you, of which I have a copy, they have 
asked for the Economic Stabilization Agency’s funds to remain avail- 
able until July 31, 1953. 

There is no reference of that sort in connection with the Mexican 
appropriation. For the simplicity of bookkeeping it might be ad- 
visable to have that money also earmarked. As I understand it, for 
bookkeeping and accounting purposes we will put the 2 sums in 1 pot. 
If we have 1 with a date determination and another with another date 
determination it may mean we will have to have 2 sets of accounts 
rather than 1 set. 

Mr. Bussey. What is the reason that the entire amount was not 
requested to be transferred from the Economic Stabilization Agency ? 

Mr. Dopson. I think $100,000 was all that they had available from 
that source. 

But the reason for coming to Congress and not transferring it. and 
making it a working fund to the Department was a little different. 
You see, under Public Law 600 moneys can be transferred from one 
agency to another and a working fund created, and then we could pro- 
ceed with the work. In view of the fact that this money has a ques- 
tion as to its availability after April 30 they did not feel they could 
authorize that kind of a working fund, but that we would have to 
come to you and ask for approval. 

As I said, in essence, Congress is really reappropriating the $100,000 
of the Economie Stabilization Agency money. 


EFFECT ON ECONOMY IF OLD INDEX STOPPED 


Mr, Busney. Now, is there any record any place as to the amount 
of harm that might be done to our economy if the old index is not 
carried on for a ‘period of 6 months beyond the time it was due to 
expire ¢ 

Mr. Dopson. Well, ; would ask Mr. Clague to answer that, with 
regard to a record. I do not believe there is any record, but there 


certainly is sentiment and expression which would indicate that. 
Mr. Ciaaur. Yes. 
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Mr. Bussey. The reason I bring up the question is that I though 
those who are most interested in this might have written to you to 
let you know how it would affect their contracts. 

Mr. Cracur. Well, there are really, I suppose, Mr. Chairman, two 
sides to that. So far as the railroad unions are concerned—and they 
have a very large stake in this—with the agreement of the railroad 
management, I understand, felt that it would be advantageous to have 
this index run side by side with the new one for a period of time so 
that they may see whether they can transfer or renew their contracts, 
I believe their contracts run out in October, so that the last settlement 
they will make on their contract will be based on the index for May, 
In the meantime, at any time that they choose, both labor and man- 
agement could decide to transfer to the new revised index. 

So a letter came from the heads of the railroad unions. They 
strongly urged this action by the Government as a matter of goodwil! 
and'fine industrial relations. 

Now, with respect to some of the others, the automobile situation is 
not the same, Mr. Chairman. I believe Mr. Reuther, the head of th 
UAW-CIO, has indicated he does not want this revival of the index, 
and will not use it. Now, he did send a telegram to Secretary Durki: 
opposing this plan, but his is not the only union involved in this, 
although his contracts must cover as many as 1 million workers. 

A third source of requests has come from small-business men and 
managements who have not paid too much attention to the index but 
who know that they have a contract based on it, and who have, as it 
were, waked up for the first time to the fact that this change in indexes 
has taken place. They have written in and have pleaded for more time 
now to figure out how to adjust to it. 

So I would say to you that during this period of time perhaps the 
whole problem might be resolved in this 6 months’ period by the ap- 
pearance of the two indexes side by side. 


REASONS FOR LATE REQUEST 


Mr. Bussey. I cannot conceive of both management and labor let- 
ting this thing go until after the expiration date of the old index 
before they even raised the question, if it affected them so vitally. 

Mr. Cuacur. Well, Mr, Chairman, I cannot interpret their contracts. 

Mr. Bussey. No. 

Mr. Criacur. But I will say this to you: As I understand it, the 
management people thought they had a clause which provided for this 
shift. The management side in the auto industry thought they had 
provisions which covered this developing situation. Now I under- 
stand the union says that those clauses do not cover the situation. So 
it has become an issue. I do not know how they will resolve it. One 
side says “No” and the other side says “Yes.” I cannot tell from 
reading their contract which way it is, and I do not attempt to inter- 
pret that. But that is the situation. 

The management in the auto industry believe that there is a formula 
right in the contract itself which arranges for this shift, but the union 
says “No.” 
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POSSIBLE REIMBURSEMENT FOR BLS SERVICES 


Mr. Bussey. I do not propose to follow this next thought more than 
briefly in this hearing, but I should make it clear that in the regular 
hearings on the appropriations for fiscal year 1954 I do intend to 
pursue at length the possibility of certain of the recipients of the 
Bureau of Labor Statistics services paying a part of the expenses the 
Bureau incurs in rendering those services. 

The only thing I want to ask at this time is whether anything has 
been done within the Bureau of Labor Statistics to ascertain if there 
are certain services for which the recipients of those services should 
rightfully be asked to pay ? 

Mr. Cuacur. Yes, Mr. Chairman. Your committee last spring asked 
us to prepare for you a report on that subject. We have prepared the 
report and it will ‘be coming to you now very shortly. 

Mr. Bussey. I will be very much interested in getting it as soon as 
possible I assure you. 

Mr. Cuacur. I may say, Mr. Chairman, that this particular situation 
was a very good illustration of your question. Entirely apart from 
our report, the question was raised of whether outsiders could pay for 
the expense of reviving this index, but the complication of it immedi- 
ately became apparent. It will show up also in our report to you. 

The question is how you assess the cost among the different people 
who have interests. Here is an illustration of a widespread interest. 
Some employers want it. Some have already transferred to the revised 
index and do not need it. Some unions want it, and some do not. 

One of the questions that immediately came up, as soon as that 
issue was raised, was how will we allocate these costs to the different 
people in some reasonable proportion to their interests. It was decided 

that was impracticable in this case. 


ITEMS ON INDEX 


Mr. Buper. Mr. Clague, as a class, what type of items, in addition 
to the one you mentioned of frozen food, was included in these 100 
additional items ? 

Mr. Cuiacur. I wonder if I could ask Mr. Hollander, the Chief of 
the Price Division, for that? He is more familiar with the total list. 
What are some of the other items that are new ? 

Mr. Buper. I just want the classes, not the individual items. 

Mr. Bussey. Pardon me, Mr. Budge, but I wonder if it would not 
be well to put the two lists in the hearings so that we can see just 
exactly what the difference is? 

Mr. Cuacur. Yes; we could do that. 

Mr. Horianper. Certainly. 

Mr. Buper. That would answer my question. 
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Comparative list of items (specifications) in the Consumers’ Price Indezes, old s: 
adjusted series, and revised series 


Priced for— 


| tl Remarks 
Old Adjusted | Revised 
series series series | 


FOOD 


Cereals and bakery products 
O11 Flour, wheat 
021 Corn flakes 
023 Cornmeal. 

037 Rice 

041 Rolled oats 
046.1 Biscuit mix 
053 Bread, white 
067 Vanilla cookies 
070 Layer cake 
075 Jellyroll 

091.1 Soda crackers Sean itieel pe 
‘ats, poultry, and fish | | | | (Supplemental | 
113 Round steak (U. S. Choice) ing of U.S.G 
115 Rib roast (U. 8. Choice) and use of | 


M4 
ddA dA 


nA 
AMMA AAA 


nnn 
4 


M4 
Kh 
iA 


116 Chuck roast (U. 8. Choice) Commercial 
an alternats 
21 Frankfurters 
25.2 Hamburger 
5.1 Hamburger (alternate to 125.2) 
. Veal cutlets 
Pork chops 
Bacon, sliced 
158__ Ham, whole 
159... Salt pork 
161 Luncheon meat (canned) 
175 Lamb, leg 
182 Frying chickens, New York dressed 
183 Frying chickens, dressed and drawn 
190 Perch, frozen 
191 Haddock, frozen 
192.5 Catfish, fresh 
193 Salmon, canned 
194 Salmon, fresh 
195 Halibut, fresh 
196._ Tunafish, canned 
197 Haddock, fresh 
198 Cod, frozen 
ae Sea trout 
Dairy products: 
Zii...... Butter... ‘ 
23 Cheese, American processed 
277 . Milk, fresh (delivered).. 
279 Milk, fresh (grocery)-. 
Ice cream 
Milk, evaporated 


4 
4 


31 
51 
54 


KKM 
AMMA 
MMM 


Mb 
M4 


Except canned 
take 2 spec I 
tions in ¢ 
city. 


Mid 
pete 
DADA DA IATA DADA A 4 


rete 
no 


MxM 
dP 4 


‘ 


n 


ANAM 


ee 


Eggs, fresh, large grade A__- 
. Eggs, fresh (alternate to 334). 


A 


| Volume seller other 
than large grad 
A. 


mA 


Fruits and vegetables: 
400___ Strawberries, frozen = 
403 Orange juice concentrated, frozen 
405 Peas, frozen 
406 Green beans, frozen-- 
411 Apples, fresh 
413 Bananas, fresh... 
Peaches, fresh 
« Lemons, fresh 
Oranges, fresh 
Grapefruit, fresh 
. Grapes, fresh 
. Strawberries, fresh 
Watermellon, fresh 
Beans, green, fresh- 
Cabbage, fresh 
Carrots, fresh 
Lettuce, fresh 
. Onions, fresh 
Potatoes, fresh 
. Sweetpotatoes, fresh 
Celery, fresh 
Tomatoes, fresh 
Peaches, canned 


mr 


Tat 


| DADA Dd Abad 
DADA bd ba ba ab 





Pa 
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Comparative list of items (specifications) in the Consumers’ Price Indexes, old series, 
adjusted series, and revised series—Continued 


ald s¢ ee ee —~ << 
Priced for 
Item a 
Old Adjusted | Revised 
Series Series Series 
ymarks —— 


Froop—continued 


getables—Continued 
Pineapple, canned ae 
. Orange juice; canned 
Fruit cocktail (canned) _- 
Corn, canned , ; 
Beans with pork, canned 
Tomatoes, canned 
Peas, canned 
_. Soup, vegetable, canned 
Baby foods, strained, canned 
615 Dried fruits, prunes 
657_- Dried vegetables, navy beans. - 
Beverages: 
711 Coffee 
733.1 . Tea 
mental p : 100...-.-- Cols drink 
(U8 Good ts and oils: 
nse of U. ¢ 813 Lard... a 
mercial 817 Shortening, hydrogenated 
tern a 844... Salad dressing 
' 855-6 Margarine 
877.1 Peanut butter 
gar and sweets: 
911 Sugar 
933 . Corn sirup 
938....... Grape jelly --- 
965 Chocolate bar, plain 
Miscellaneous foods: 
980 Gherkins_.- 
981 Catsup 
983 Gelatin dessert 
Food away from home: 
Restaurant meals_ -... 


MAK 


AKAAKK AMM 


xX 
xX 
X 
xX 
x 
Xx 
X 


ww 


MEN’S CLOTHING 
M-014 Overcoat _. 
M~021b Topcoat 
M-021 Topcoat (alternate to M-021b) 
M-035 Suit, wool (alternate to M-035c) 
M-035¢ Suit, wool 
M-037 Suit, wool (alternate to M-037b) 
M-037b Suit, wool. 
M-045 Suit, rayon 


bd bt bed bd bd bd bd bd 
bd D4 bd 4 bd bd Dt 


Jsed in area 6 
certain southern 
cities—for ‘‘old 
series.”’ 
M-041 Suit, tropical worsted 
054 Slacks 
054a Slacks (alternate) 
059 Slacks___.--- 
O64 Jacket (alternate to M-068a/b) - 
sastioe other 066a Jacket, horsehide 
large grade M-068a Jacket, bomber 
068b Jacket, surcoat 
O68 Jacket, surcoat 
M-068d Jacket, bomber 
O7la Work trousers, twill 
071 Work trousers, drill 
073b Work trousers, covert 
079 Work trousers, whipcord 
091 Overalls (alternate to M-091a) 
O9la Overalls 
101 Work shirt 
106 Work gloves 
lll Business shirt 
ll Business shirt 
Sport shirt 
Sport shirt (alternate to M-120a) 
Pajamas (alternate to M-123) 
Pajamas 
Shorts 
Undershirt 
Unionsuit 
Sweater 
. Sweater (alternate) 
Socks, cotton 
.. Socks, cotton 
Socks, rayon 


or 4 priced per 
store. 


of 4 priced per 
city. 


A) MMH 
AKAM KAM 
MMMM MMMM MM) od 


bet bet bel be be be bd bd bd DD 
bd D4 D4 4 Dd Dd dd OO 
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bd dd! 
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Comparative list of items (specifications) in the Consumers’ Price Indexes, old series 
adjusted series, and revised series—Continued 


Priced for 
7 Remarks 
Old Adjusted | Revised 
series series series 


WOMEN 8S CLOTHING 


Shorts 
‘oat, 
soat, h 
’—4)24 oat, 
24a soat, 


O15 ( 
( 
( 
( 
4)31 Coat, sport 
( 
( 
( 


)il5a 


31a ‘oat, sport (alternate to W-031 
)31b soat, sport (alternate 

36a Yoat, fur 
40 Suit, wool (alternate to W-040b 
40b Suit, wool 
"4400 Suit, rayon (alternate to W-040d) 
’—040d Suit, rayon 

42 Skirt, wool 

4)42¢ Skirt, rayon 

(44a _ - Sweater 

)45¢c Blouse, rayol 
’—-)52b Dress, wool (alternate to W 
051b Dress, wool 
"61d Dress, rayon 

161 Dress, rayon 
’—~062e Dress, rayon acetate 

065b Dress, cotton street 
')67e Dress, rayon 

O67d Dress, rayon 

073 Dress, rayon 

081 House dress, cotton 

094b Slip, rayon 

098a Slip, nylon 

Ola Nightgown (alternate to W 
105a Nightgowr 
‘-llle Panties 

121b Girdk 

128 Brassiere 

l3le Hose, nylon 

131d Hose, nylon 


150a Handbag 
' 
1 


AAA 
AKAMA MAMA 


AAA K AAA AAA 


hi KKAK AK K AK AAMAAAA 
AMA 


A 


52a Gloves, leather (alternate t« 


5a Gloves, cottor 


by a ba ba a ba a Dat be a Oh oh ho OO AAA 


Aw 
Pas 


BO 


Suit, all wool 
Suit, wool blend ternate to B-033a 
Suit, rayon cetat (alternate to 


Used incerta 
cities for cu 
lating the “old 
series.”’ 


Jeans (alternats 
Jeans (alternat 


Mackinaw 
3)67a Pea coat (alternate to B-067 
067b Jac-shirt (alternate to B-067 
067¢ Jacket 
067d Jacket 
s67e Jacket 
,067f Jacket 
82 Slacks 
083 Slacks (alternat« 
3-084 Slacks (alternate 
101 Shirt, sport 
119 Shirt, polo 
118 Shirt, polo (alternate to B-119 
Shorts 
Shorts (alternate to B-137a) 


AHA HHAKM HA AMA 


1 of 4 priced per 
store. 


AAAS 


AAAs 
nr 


GIRLS’ CLOTHING 


. Coat ) ) } fl of 2 priced per 

Olla Coat z 2 \ store. 

018b Sweater 
+-019¢ Skirt 
1-022 Dress 
+-022b Dress (alternate to G-022 
1-044 Pantie 
+067 Anklets 
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old series Comparative list of items (specifications) in the Consumers’ Price Indexes, old series, 


adjusted series, and revised series—Continued 


Priced for— 
emarks 


Old Adjusted | Revised 


Series Series Series 


HOUSEHOLD TEXTILES 


Acetate taffeta 

Percale 

Towel 

Sheet 

Sheet (alternate to Y—041 
Bedspread 

Curtains, cotton marquisette 
Curtains, cotton organdy 
Curtains, rayon marquisette 
Drapery fabric 

Blanket 

Tablecloth 

Tablecloth (alternate to Y-076) 


priced 


AP rs 
AAA 


nn 
AAA AAA AAA MAMA 


FURNITURE AND FLOOR COVERING 


Rug 

Scatter rug (alternate to F-005 

Rug, axminster (alternate to F-012 
Rug, axminster 

Broadloom (alternate to F-016 
Broadloom 

Rug, felt base 

Living-room suite 

Living-room suite (alternate to F-033b) 
Living-room suite 

Dinnette set, wood 

Dinette set, wood (alternate to F-O045a 
Dinette set, chrome 

Dinette set, chrome (alternate to F-047 
Dinette set, chrome (alternate to F-(47) 
Bedroom suite 

Bedroom suite (alternate) 

Bedroom suite (alternate to F-052 
Bedroom suite 

Bedroom suite (alternate to F-053 
Bedroom suite (alternate to F-05383 
Sofa bed 

Sofa bed (alternate to F-063) 


AAA 


KKK KKK KK HK KA HAA AAMAS 


KAKA K KAKA KAA AAA AAA 


AAA AAA AA 


INFANTS’ CLOTHING 


Diapers 
Diapers (alternate) 


FOOTWEAR 


012 Men’s street shoes 
012¢ Men’s street shoes 
S~013e Men’s street shoes (alternate) 
$013 Men’s street shoes 
21 Men’s workshoes (alternate to S-O02I1c 
8-021 ¢ Men’s workshoes 
032 Men’s rubbers 
(40a Women’s play shoes 
42 Women’s shoes 
053 Women’s shoes 
$-053d Women’s shoes 
$061 b Children’s shoes 
5—O61 ¢ Children’s shoes (alternate) 
065 Girls’ shoes 
075 Boys’ shoes 
F-071d Bedspring 
F-O81 Mattress 
F-082 Box spring (alternate to F-071d) 


rrr A 
ee 


AA 
txt ate al alata 


Aww 


priced per 
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Comparative list of items (specifications) in the Consumers’ Price Indezes, old x 
adjusted series, and revised series—Continued 


Priced for— 
eck Se dole Tee binwehe Remark 
Old Adjusted | Revised 
series series Series | 


HOUSEHOLD APPLIANCES AND EQUIPMENT 


E-002 Television set 

E-003a__... Television set (alternate to H E-002) 
E-013 Radio 

E-021 Sewing machine 

E-033 Toaster 

E-042 Washing machine 

E-052 Vacuum cleaner (alternate to HE-051) 
E-051 Vacuum cleaner 

E-070 Refrigerator 

E-071 Cookstove 

E-074 Cookstove, combination 


HM KAKA 


H 
H 
H 
H 
H 
H 
H 
H 
H 
H 
H 


AKAMA. MA 
AAAKAAAAM A 


Priced only 
cities. 

Priced only ir 
where HE-07 
not priced 


HE-076 Cookstove 


vw 
A 
A 


HE-081 Dinnerware (alternate to H E-084) 

HE-082_. Dinnerware (alternate to H E-084) 

H E-084 . Dinnerware 

HE-104a Open saucepan 

HE-104b Covered saucepan (alternate to HE 
104a 


Mn 
dd 
WM 


HOME MAINTENANCE AND REPAIRS 


HM-651 Repainting dining room 

HM-652 Repainting garage 

HM-653_..... Exterior house paint 

HM-654 .. Paintbrush 

HM-654a_.__. Paintbrush (alternate to HM-654) __ 
HM-654b_-_ Paintbrush (alternate to HM-654) 
HM-658 Refinishing dining-room floor _. 
HM-#661 Porch flooring 

HM-676 Reshingling house roof 

HM-681 Water heater 

HM-682__._... Water heater (alternate to HM-681) 
HM-692a . Cabinet kitchen sink 

HM-693___- Faucet, sink 

HM-692b Flat rim sink (alternate to HM-691b) 
HM-693a Faucet, sink (alternate to HM-693 


bet bet bd bd bd bo bt Dd Dd DM Dd 4 Od 


DRUGS, TOILETRIES, AND SUNDRIES 


‘ 


D-012a Prescription 

D-012b Prescription (alternate) 
D-013a Prescription 

D-016 Prescription 

D-020__. Multiple vitamin concentrates 
D-021 Aspirin 

D-028 Aspirin 

D-031 Quinine 

D-O5la Iodine 

D-O81 Milk of magnesia 
D-l6la Shaving cream 

D-166 Shampoo 

D-17la Toothpaste 

D-181 Face powder 

D-193 Face cream 

D-201 .. Sanitary napkins 
D-211 Razor blades 

D-234a Permanent-wave refill 


AAA 
mw 
AAA MA 


“A 
”~ 
~ 


AAA 
alae 


nA 


Mi! 
MMMM 


AMA 


AUTOMOTILE AND MAINTENANCE 


M C-007 _. Used ears 
MC-008 Used cars 
MC-009 Used cars 

MC-011 . Chevrolet, new 
MC-013 Ford, new 
MC-015 Plymouth, new 
MC-022 Tires, 6.00 x 16 
MC-023_.._... Tire, low pressure 
MC-041 Gasoline, regular 
MC-042 Gasoline, premium 
MC-051 Motor oil 
MC-061 Kerosene 


AAA 
MHA 


Ar 
MAAK A 
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Comparative list of items (specifications) in the Consumers’ Price Indexes, old series, 
adjusted series, and revised series—Continued 


Priced for— 


Item 
Old Adjusted | Revised 


Series series Series 





TOYS 


Velocipede 
. Velocipede (alternate to MC-075) 


FUELS AND ELECTRICITY 


Bituminous 
Anthracite 
vod fuel 
etroleum fuels - 
is for space heating 
s other than space heating-- 
ctricity - - 


NAAM 


d only 

ies. 

d only in ‘E 

ere HE M7 , 2 of 3 priced per 

L priced MC-! ee : | : | c city for “old’”’ 
and ‘‘adjusted”’ 
1 of 3 per city for 
“revised”’ series. 


AKAAAAA 


nA 


SERVICES 


Streetcar fare___-_- 
Streetcar fare___- 
Streetcar fare 
Bus fare 
Bus fare : ; 
Bus fare | 
Motion-picture-theater adult admis- 
sion. | 
Motion-picture-theater child admis- 
sion. | 
Newspaper on the street : 
Newspaper on the street. __ - 
Newspaper on the street 
Newspaper on the street 
Newspaper delivered to home 
Newspaper delivered to home 
Newspaper delivered to home-- 
. Newspaper delivered to home 
Weekly newspaper 
Doctor's office visit 
Doctor's house visit 
Obstetrical case (alternate to SE-044) 
. Obstetrical case 
Appendectomy 
Tonsillectomy 
Dental filling ‘ 
Tooth extraction with X-ray__. 
Hospital, men’s pay ward 
Hospital, semiprivate room - - - 
Hospital, priv: ate room 
. Hospital, men’s pay ward (alternate to 
SE-081). } 
. Hospital, semiprivate room (alternate 
to SE-O83). 
Hospital, private room (alternate to 
SE-084). 
. Group hospitalization. -. _- 
.. Eyeglass frame (alternate to SE- 098) 
. Eyeglass lenses (alternate to SE-098) 
Eye examination (alternate to SE- 
098). 
Examination, prescription, and eye- | 
glasses. 
Haircut : 
... Plain shampoo and wave set 
.. Permanent wave 
. Dry cleaning and pressing 4 
Dry cleaning and pressing (alternate) 
Dry cleaning and pressing 
Dry cleaning and pressing -- 
Dry cleaning and pressing (alterns ate 
to SE-121). 


etait at at al etal 
WM KH 
HAMM 


Hae He He 
D4; M4 Mt 
A 


Small cities only. 


bak bad bad bd bd bt et bt od dd dS 


AKAM MMMM 
HA KAHKM MMMM 


bd bib! oO 
M MMMM OM OM 
Mw MMM OM 


MH 
AnH 
MK KM 
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Comparative list of items (specifications) in the Consumers’ Price Indezes, 6) 
series, adjusted series, and revised series—Continued 


Priced for 


Old Adjusted | Revised 


series series series 


SERVICES—continued 


aundry, 20-pound bundk 
aundry, 20-pound bundle 
aundry, 20-pound bundk 
aundry, 20-pound bundle 
aundry, 20-pound bundle 
aundry, 20-pound bundle 
Automatic laundry service 

Half soles and heels 

Half soles and heels (alternate to SE 
141). 

Hee! lifts 

Auto-brake relining 

Auto, complete chassis lubrication 
Auto, front-end suspension 

Auto, major brake adjustment 

General housework with laundry 
Auto, comprehensive insurance 
Auto insurance 

Auto liability 

Auto registration 

Tele phone , flat rate 

Telephone, flat rate 

Telephone, flat rate 

Telephone, message rate 

Telephone, message rate 

Train coach fare 

Residential water rates 

Television-set repair 


ii AH: A Me AAR RRA 


bh ot bd bd bt dd Od) Oe oO MMMM 


AA AAAAAA 
bd bd bd bd dd id dt Od 


CLEANING SUPPLIES AND SUNDRIES 


1050 Toilet soap 

1055 Laundry soap, bar 
1059 Laundry soap, powder: 
1062 Detergent 

1071 Broom 

1074 Paper napkins 

1075 Toilet tissues 

1078 Cleansing tissues 

1080 Electric-light bulb 


LA 


NAKA 


TOBACCO AND ALCOHOLIC BEVERAGES 


MC-172 Cigar PA . . 

MC-181 Cigarettes (purchased in tobacco and 
drug stores). 

MC-191 Pipe tobacco , 

1201 Cigarettes (purchased in grocery 
stores 

1090 Beer 

1130 Whisky, blended 


MEXICAN LABOR PROGRAM RESERVE APPROPRIATIONS 


Mr. Fernanvez. Mr. Dodson, you said you had “a reserve” in thie 
Mexican appropriation. What do you mean by “a reserve,” and what 
accounts for it? 

Mr. Dopson. Last year we estimated to bring in around 300,000 
Mexican workers under Public Law 78. Under the program we 
brought in closer to 225,000, which I believe was the figure. So we 
did have a small reserve in that appropriation. 

Mr. Fernanpez. A surplus? 

Mr. Dopson. Yes, sir. 
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ndexres. ola , 
“8, CONGRESSIONAL ACTION RE REVISION OF INDEX 


Mr. Fernanvez. Did the Congress require you to change from the 
old index to the new? I am not familiar with that. 

Mr. Ciacur. Yes. 

Mr. Fernanovez. It did? 

Mr. Ciacur. Yes. This committee approved that work all the way 
through, year to year, each year, as we came up for our appropriation 
on the revision. 

Mr. Fernanpez. The two indexes are now to be printed together, 
side by side? 

Mr. Cuacue. For a period of 6 months. 

Mr. Fernanpez. It should be interesting, and perhaps even very 
profitable, to see how they behave. 

Mr. Cuaeur. I should say so, Mr. Fernandez. That would be one 
of the most interesting points, to see how they would behave. 

Mr. Bussey. Thank you, gentlemen. 


Trurspay, Fesrvary 5, 1953. 
FEDERAL SECURITY AGENCY 
WITNESSES 


MRS. OVETA CULP HOBBY, ADMINISTRATOR 
JACK B. BEARDWOOD, ASSISTANT TO THE ADMINISTRATOR 
M. A, STEPHENS, BUDGET OFFICER 


Mr. Bussey. The committee will be in order. We are very pleased 
and privileged to have with us the Administrator of the Federal Se- 
curity Agency, Mrs. Oveta Culp Hobby. Mrs. Hobby, we want to 
welcome you to the committee. We appreciate the fact that you 
have only recently assumed your position as Administrator and we 
do not intend to go into the details of any of these appropriation re- 
— with you, but we are very pleased to have you here and will 
be glad to hear any statement you would like to make to the com- 
mittee. 
Mrs. Hossy. Thank you very much, Mr. Chairman. 
The invitation to come before you today is deeply appreciated. 1 
thank you for the privilege of appearing as you begin consideration 
of appropriations for departments and agencies of ‘the Government. 
16” th the Some of you I already know; others T a to know in the not-too- 
and what qm “stant future. I want to pledge each and all of you my utmost co- 

operation. All of us, be we in the executive or legislative branches of 
d 300,000 the Government, are trying to do the best possible job for the people 
ram We of our country and it should not be difficult for us to cooperate when 
7 Mo we we all have the same common goal. 

In managing the affairs of the Federal Security Agency, it is my 
intention to keep in the closest possible contact with Congress. Hav- 
ing been the daughter of a legislator, and having served quite early 
in my career as parliamentarian of the Texas Legislature, 1 know the 
need for close liaison between the legislative branch and the various 
departments in Government; I know the important position which 
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the legislative branch holds and it is my earnest desire to carry out 
the polie: y fixed by Congress. 

I am especially anxious to have opportunities for discussing t! 
programs of the Federal Security Agency with the Committee o; 
Appropriations. Today I am appearing before you not to testify o 
the 6 items pending before you in House Document 62. Frankly, 
am here to make your acquaintance and to establish a relationship : 
hope will be cordial and which I am certain is absolutely essential to 
the public interest. 

Testimony on the six items you are considering will be given by) 
responsible officials of the Federal Security Agency who are mai 
aging the programs for which you are considering appropriations. 
They are here with me and are ready to testify. Having been Admin 
istrator of the Federal Security Agency only 2 weeks, I am still trying 
to familiarize myself with the vast programs and huge ramification: 
of the Agency. I would be presumptuous if I attempted at this ear! 
date to offer expert testimony on such a complex branch of the 
Government. 

When you begin hearings on the 1954 appropriations, it is my hope 
that you will permit me to ) offer a prepared statement th it will outline 
my approach and position with respect to the Agency’s work. 

For that reason, I will not take more time today except to thank you 
for the privilege of being here and meeting you. I also would like to 
reiterate that you can be assured of my fullest cooperation. In direct- 
ing the important and highly diverse activities of the Federal Secu- 
rity Agency, I will need your advice and guidance. I hope you will 
give it to me. 

If there are any nontechnical questions you may care to ask me at 
this time, I will, of course, be pleased to try and answer them. 

Mr. Bussey. Mrs. Hobby, when we do start the hearings on the 
appropriations for the fise al year 1954 I am sure you could endear 
yourself to the hearts of every member of this committee and partic- 
ularly the chairman if you were able to show where you had brought 
about program consolidations and greater efficiency so that your 
agency could perform its functions with less personnel and thereby 
save the taxpayers money. 

Mrs. Horsy. Mr. Chairman, I may say that our objectives are one 
and the same. I do not know how much time we shall have before we 
begin the 1954 hearings, but we have undertaken a budget review to try 
to do exactly that. You know better than I, and I am finding out 
how many of our programs are programs established by the Congress 
for which you, in turn, make appropriations. We are studying the 
personnel situation very closely and we hope to be able to come up 
with useful suggestions. 

Mr. Jensen. Mr. C hairman, I am very happy to be a member of 
this committee and I am very happy to see Mrs. Hobby here today. It 
was my pleasure to meet Mrs. Hobby before. I am sure she realizes 
that she has a great responsibility and from all I can learn, Mrs. 
Hobby is well qualified to discharge her responsibilities. 

You may know by this time that we who sit on this side of the table 
are inquisitive, but if you were sitting on our side of the table, you 
would be, too. 

Mrs. Hossy. That is correct. 
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Mr. JenseN. We have been sitting here for many years making ap- 
propriations pretty much in the dark. We had some very fine profes- 
sionals across the table from us who were schooled in the art of 
justifying almost any request that came up here. We did the best 
we could under those circumstances, under difficult circumstances. I 
hope, Mrs. Hobby, that when you and your staff appear before this 
committee that you will not hold back any information that we, the 
elected representatives of the people, may need in order to do a good 
job not only for your department but for our great America. I am 
sure that you have that thought down deep in your heart. 

Mrs. Horsy. Mr. Jensen, any information that the Federal Sec ur ity 
Agency has or can compile is yours. I said in my opening remarks 
that I, having been the daughter of a legislator and having served, 
myself, as a parliaments ian, and having married a man in politics 
in the executive branch, do have an underst: unding of your responsi- 
bilities and your problems. Anything we can furnish you is yours. 

Mr. JenseN. I am sure of that. 

Mr. Bupee. Mr. Chairman, I should simply like to state that I find 
the goal as set forth by Mrs. Hobby, which is to be our joint goal, to be 
extremely refreshing and I, too, should like to pledge my full cooper- 
ation. 

Mrs. Hogsy. Thank you very much. 

Mr. Fernanvez. I would just like to say that your opening remarks 
are the best speech I have ever heard at the beginning of a hearing. 
I am sure you have already won our hearts. 

Mrs. Hossy. Thank you, Mr. Fernandez. 

Mr. Bussey. Mrs. Hobby, thank you very much for coming before 
the committee this afternoon. We will look forward with a great deal 
of pleasure to having you back when we start the hearings on the 1954 
budget. You will be given _— time; we do not expect to start the 
hearings for a “+ weeks yet. 

Mrs. Hopsy. I am delighted to hear that. 

Mr. Bussey. Ww e want to obtain some additional information before 
we start the hearings, and that will give you a little more time to be- 
come better acquainted with the various agencies of your department. 

Mrs. Hopsy. Thank you, sir. We will be in touch with your clerk 
in an attempt to learn exactly the way in which you wish to proceed 
so that we may present our material in that fashion. 





Tuurspsy, Feprvary 5, 1953 
OFFICE OF EDUCATION 
WITNESSES 


EARL J. McGRATH, COMMISSIONER 

B. ALDEN LILLYWHITE, ASSOCIATE DIRECTOR, FEDERALLY 
AFFECTED AREAS 

DONALD W. McKONE, EXECUTIVE OFFICER 

M. A. STEPHENS, BUDGET OFFICER, FEDERAL SECURITY AGENCY 


SALARIES AND Expenses, OFFICE or EpvUCaATION 


Mr. Bussey. The committee will come to order. We have before us 
for consideration requests for three supplemental appropriations for 
the Office of Education. Mr. McGrath, the Commissioner of the Office 
of Education, is with us and we will ask Mr. McGrath for any stats 
ment he would like to give us on the first supplemental appropriatio 
request which is $289,000 for salaries and expenses. 

Mr. McGratn. Thank you, sir. 

Mr. Chairman, there are three suplementary items in this budget 
which I had expected to explain, but as I understand it, Mr. Chairman, 
you would like me to discuss today the salary and expense item of 
$289,000 ? 

Mr. Bussey. Yes. Mr. Lillywhite can testify on the others to 
morrow, can he not? 


Mr. McGratu. Yes, sir. 
GENERAL STATEMENT 


The “Salary and expense” item for $289,000, Mr. Chairman, grows 
out of the responsibility which the Congress placed upon the Office of 
Education last August 20 under Public “Law 550, the so-called Korea 
veterans’ law. 

Under earlier veterans’ legislation the Office of Education had no 
responsibility whatever for the educational parts of the veterans’ pro 
gram. The Members of Congress and members of the committee wil! 
remember that there were some very flagrant violations under Public 
Law 346,. ith the expenditure of large sums of money—I will not saj 
illegitimately, but unwisely. The Congress therefore placed in our 
Office responsibility for giving general supervision to the educational! 
part of that program under Pubic Law 550, and they instructed the 
Commissioner of Education to set up several kinds of services. 


LIST OF ACCREDITING ASSOCIATIONS 


First, the Commissioner is required to prepare a list of the accredit- 
ing associations in the various educational fields in order to be certain 
that only educational institutions that are properly qualified to offer 
instruction to the veterans actually come under the program. We have 
published such a list, the first, and we have also established criteria for 
the applications of new associations that want to come under the pro- 
visions of the act. 
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For example, there are the barbers, the private schools of business, 
and the undertakers—I have forgotten what that title is. Yes, the 
embalmers’ group has now made application, and we are supposed to 
yrocess those applications in terms of the criteria. 

This is to prevent the fly-by-night schools from getting veterans 
under this act. 

ADVISING VA AND STATE AGENCIES 


Another service which the Office is required to perform for the Vet- 
erans’ Administrator of Veterans’ Affairs is the advising of the Vet- 
erans’ Administration and the State approving agencies established 
by the chief executive of each State concerning the machinery that 
they should set up for approving educational institutions and school 
systems to receive veterans under the terms of this act. 


PROGRAM REVIEW 


And also we are required to review constantly the machinery that is 
set up to see that it is working effectively, and to report to the Con- 
gress, from time to time, as well as to the Veterans’ Administration. 
This service is an entirely new function for the Office of Education. 

As I said, we had no responsibility for Public Law 346. We think 
wre is a very great responsibility, in view of the report that was made 
by the congressional committee, Mr. Teague’s committee, which in- 
vestigated the educational activities under Public Law 346. 


STAFF 


We have established a staff in the Office which is competent and will, 
we believe, prevent the expenditure of funds illegally under this Act. 

We are required to keep a field staff in the 10 offices of the Federal 
Security Agency, who work directly with the State approving agencies 
throughout the country. There are 81 of them in the 48 States, since 
some States have more than 1 such agency. 


BUDGET BUREAU APPROVAL 


Now, as you know, the law was passed after the budget was ap- 


proved last year. C onsequently there was no item in the budget for 
fiscal 1953 for this activity. The Bureau of the Budget after the law 
was passed authorized the ex xpenditure of up to $289,000. That would 
be at the rate of $350, 000 a year; since this was only a part of the 
year, the sum of $25 89,000 was approved. It included 55 positions 
in the field and in the Office. 

Mr. Bussey. How much did Bureau of the Budget permit to be 
spent ? 

Mr. McGratn. $289,000, the amount which we have in this budget 
before you. That would be at the rate of $380,000 annually. 

We have established the service and we find, Mr. Chairman, that 
we do not need 55 people, which was the original estimate, but actually 
we can get along with 43, and, therefore, we are not asking for $289,000 
as of this date, but we are asking for $30,000 less than that, or $259,000, 
since we are able to operate with a smaller staff than we thought. We 
had had no experience with this kind of program, and made the best 

29310—53 





256 


estimate we could of what it would cost. We are now going to woverate, 

if you will grant this sum, at the rate of $259,000 instead ‘of $ 5289000, 
That is all I have to say on that particular part of this budget, Me. 

Chairman. The other two matters we will leave until tomorrow. 


LEGAL AUTHORITY REGARDING ACCREDITATION 


Mr. Bussey. I have studied the law a little, and I was not able to 
find authority in the law for the Office of Education to accredit schools, 

Mr. McGratu. Yes, sir. There is no such provision, Mr. Chairman. 

The section of the law which deals with this matter is on page 13, 
section 253. 

For the purposes of this title the Commissioner shall publish a list of nation 
ally recognized accrediting agencies and associations which he determines to 
be reliable authority as to the quality of training offered by an educational in 
stitution and the State approving agencies may, upon concurrence, utilize the 
accreditation of such accrediting associations or agencies for approval of the 
courses specifically accredited and approved by such accrediting association 
or agency. 

This requires the Commissioner then to prepare a list of those or- 
ganizations that have been in existence for a long time, such as the 
North Central Association in your region, Mr. Chairman; the North 
Central Association of Colleges and Secondary Schools, and the Mid- 
dle States Association, which is another, and so on. There are quite 
a number which we have already approved. I have a list of those 
associations. 

Mr. Bussey. Does that work require a force in the field? 

Mr. McGrarnu. There is no force in the field on that particular func- 
tion, Mr. Chairman. The force in the field works with the 81 State 
approving agencies to see that they establish procedures in those States 
to prevent the kinds of abuses that occurred under Public Law 346, and 
which led to the wasting of some hundreds of millions of Federal 
money. Their function is not to interfere however, with State or 
local school systems in any respect. 

In fact, we are specifically enjoined from doing so in the law. But 
we are required to work with these 81 approving agencies and to re- 
view their activities so that not only in the first instance but through 
the years, so long as this law lasts, the Congress can be certain that 
only those educational institutions which are fit to offer education 
to veterans do so, and that the veterans are protected. 

I may say, Mr. Chairman, this is not only a protection to the Federal 
Government, but it is also a protection to the veteran, to be sure that 
thousands, as occurred last time, do not waste their entitlements for 
education which is not up to par. 

Mr. Bussey. These various accrediting agencies which have been 
established, such as the North Central Association 

Mr. McGratn. Yes, sir. 

Mr. Bussey. Certainly we’re not guilty of accrediting schools 
which were not fit to offer education to the veterans of World War II. 

Mr. McGratu. No, sir; we are not investigating them, Mr. Chair- 
man. In fact, we are not investigating anybody except to see what 
they are doing and report to the Congress and the Veterans’ Admin- 
istration on what they are doing. 
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I do not want to reflect on any States in my comments, but I should 
say to you, Mr. Chairman, that at present, as late as this, there are 90 
cases, 90 litigations under way in one State. 

The congressional committee which questioned me about what we 
could do to stop this followed the advice which I gave, to the effect 
that the Office, because of its professional experience, could work with 
those State approving agencies and establish machinery which would 

event the improper expenditure of money under these veterans acts. 

Mr. Bussey. Now, when you refer to the State approving agencies, 
they certainly cannot be one of these nationally recognized accrediting 
agencies. 

“Mr. McGrarn. No, sir. 

Mr. Bussey. So why worry about that at all? If the list of eligible 
schools is taken from these nationally recognized accrediting agencies 
that is all that is necessary. 

Mr. McGratu. We do. We take the list from the national accred- 
iting agencies, like the North Central Association. If the North Cen- 
tral Association says, as it will, that an institution is fit to give instruc- 
tion, we do not go behind that. 

But there has never been in the history of education in this country 
a legal list of the accrediting agencies themselves. The purpose of 
publishing that list is to simplify the procedures in the States for 
approval of the educational institutions. If an institution is on that 
list of the North Central Association, the State can proceed to nego- 
tiate with that institution without further investigation, but the prob- 
lem comes in connection with the thousands: of institutions that are 
on none of the lists of the 20 or 30 accrediting agencies which we have 
already listed. 

Mr. Bussey. Does that not get you into the field of setting up the 
standards and accrediting schools? 

Mr. McGratnu. No, sir. All we do is to publish in accordance with 
the law. We publish a list of criteria which a new association must 
satisfy to come under the terms of this law. 

This is the set of criteria, which I should like to put into the record. 
These criteria were devised by a committee composed of men who 
had worked for years in the accrediting agency field. Aaron Brum- 
baugh, for example, at the University of Chicago, for 20 or 30 years, 
is a member of that committee. They devised these criteria for the 
Commissioner of Education. These are published in the Federal Reg- 
ister. 

CRITERIA FOR APPROVING ACCREDITING AGENCIES 


Now, any institution which wishes to be approved by the Vet- 
erans’ Administration for training under this act must meet those 
criteria, after which the association will be listed in the Federal Reg- 
ister, and the States will use that listing without making further 
investigation into the institution. 

Mr. Bussey. We will insert that criteria in the hearings at this 
point, 





(The information is as follows :) 


[Federal Register, vol. 17 : 8929-8930, October 4, 1952] 
FEDERAL SECURITY AGENCY 
OFFICE OF EDUCATION 
NATIONALLY RECOGNIZED ACCREDITING AGENCIES AND ASSOCIATIONS 


CRITERIA AND LIST 


The Commissioner of Education is required under section 253 of the Veterans’ 
Readjustment Assistance Act of 1952 (66 Stat. 658, 675), known as Publie Law 
550 of the 82d Congress, to publish a list of nationally recognized accrediting 
avencies and associations which he determines to be reliable authority as to the 
quality of training offered by an educational institution. The following criteria 
for determining nationally recognized accrediting agencies and associations have 
been evolved after consultation with an advisory group of educators. These 
criteria are presently effective but may nevertheless be modified as necessary or 
appropriate. For this purpose an in accordance with accepted procedures, in- 
terested accrediting agencies and associations are invited to submit suggestions 
and criticisms to the Commissioner of Education not later than forty-five (45) 
days from the publication of this notice in the FEDERAL REGISTER. 


“CRITERIA 

“The agency or association 

“1. Is regional or national in the scope of its operations. (Regional as here 
used means several States) ; 

“2 Serves a definite need for accreditation in the field in which it operates; 

“3. Performs no functions that micht prejudice its independent judgment of 
the quality of an educational program ; 

“4. Makes available to the public current information covering: (a) criteria 
or standards for accreditation, (b) reports of its operations, (c) a list of ac- 
credited institutions, courses or educational nrograms; 

“5. Has an adequate organization and effective procedures to maintain its 
operations on a professional basis. Among the factors to be considered in this 
connection are that the agency or association: 

“(a) Secures sufficient and pertinent data concerning the qualitative and 
quantitative aspects of the work of an institution, including data on such items 
as the elucational objectives, educational programs, admission practices, train- 
ing and experience of teachers, financial stability, laboratory and library 
resources. 

“(b) Uses qualified examiners to visit institutions and inspect courses, pro- 
grams and facilities and who prepare written reports and recommendations for 
the use of the reviewing body—and causes such examination to be conducted 
under conditions that assure an impartial and objective judgment. 

“(c) Re-evalues at reasonable intervals the accredited institutions, programs 
and courses of study. 

“(d) Has financial resources as shown by its current financial statements, 
necessary to maintain accrediting operations in accordance with published policies 
and procedures. 

“6. Accredits only institutions which are found upon such examination to meet 
specific standards for accreditation, established in advance in terms that include 
the factors ahove described. 

“7. Has had not less than two years’ experience as an accrediting agency, or 
in the alternative demonstrates to the satisfaction of the Commissioner that 
it has heen orvanized under conditions that reasonably assure stability and 
permanence and that it has gained the acceptance required under 8 below during 
such sherter period. 

“8. Has gained acceptance of its criteria, methods of evaluation, and decisions, 
by educational institutions, practitioners, licensing bodies and employers through- 
out the United States: 

“9. Assurance is viven that accreditation for the purposes of the act will not 
be conditiened on the nravment of any sums of money: Provided, however, That 
a reasonable charve may he made hy the agency or association for its services 
hereunder not exceeding the actual cost of the accreditation.” 
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(LIST 1) 


‘ithe following list of nationally recognized accrediting agencies and associa- 
tions which have been determined to be reliable authority, in the field which 
each represents, as to the quality of training cffered by an educational institu- 
tion is issued as required by section 253 of the Veterans’ Readjustment Assist- 
ance Act of 1952. ‘This list supersedes the provisional list dated August 8, 1952, 
distributed to State approving agencies on August 12, 1952. 


Regional Accrediting Associations 


Middle States Association of Colleges and Secondary Schools. 
New England Association of Colleges and Secondary Schools.’ 
North Central Association of Colleges and Secondary Schools. 
Northwest Association of Secondary and Higher Schools. 
Southern Association of Colleges and Secondary Schools. 
Western College Association. 


National Professional Accrediting Agencies and Associations 


Accrediting Association of Bible Instititues and Bible Colleges. 

American Association of Colleges for Teacher Education. 

American Association of Collegiate Schools of Business. 

American Association of Theological Schools. 

American Bar Association. 

American Council on Education for Journalism. 

American Council on Pharmaceutical Education. 

American Osteopathic Association. 

American Public Health Association. 

Board of Education for Librarianship of the American Library Association. 

Commission on Accreditation ef the Couneil on Social Work Education. 

Committee on Profesesional Training of the American Chemical Society. 

Council on Dental Education of the American Dental Association. 

Council on Education and Professional Guidance of the American Optometric 
Association. 

Council on Education of the American Veterinary Medical Association. 

Council on Education of the National Association of Chiropodists. 

Council on Medical Education and Hospitals of the American Medical Asso- 
ciation. 

Engineers Council for Professional Development. 

National Architectural Accrediting Board. 

National Association of Schools of Music. 

National Nursing Accrediting Service of the Division of Nursing Education 
of the National League for Nursing. 

Society of American Foresters. 

Additions to and deletions from the list will be made from time to time as 
conditions warrant. Any agency or association not included on the list which 
desires to be so included may be added to the list if, in the judgment of the 
Commissioner it meets the established criteria. Such organization should 
request inclusion in writing, accompanying such request with evidence estab- 
lishing its compliance with the criteria. Upon receipt of any such application 
the Commissioner will make his determination on the basis of the evidence pre- 
sented and any further or additional evidence including in the discretion of the 
Commissioner a field inspection. No adverse decision will be made without 
affording opportunity for a hearing. 

Dated: September 17, 1952. 

Ear. J. McGratn, 
U. 8S. Commissioner of Education. 


* Membership in the Association means that institutions have satisfied standards for 
membership similar to those required by regional accrediting agencies. ‘The Association 
is represented on the National Committee of Regional Accrediting Agencies. 
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EMPLOYEES REQUESTED 

Mr. Bussey. You say there are 43 new employees involved in this 
project ¢ 

Mr. McGraru. There will be 43. Originally there were 55 positions, 

Mr. Bussey. What are these 43 employees supposed to do? 

Mr. McGrarn. I have here a statement on that subject, Mr. Chai 
man, which I would also like to file. 

Mr. Bussey. We will file that in the hearings at this point. 

(The information is as follows:) 


STAFF ASSIGNMENTS 


Organizationally, the work of the Veterans Educational Services Division is 
divided between two main branches: the Operations Branch, which conducts thx 
field work; and the Technical Standards and Accrediation Branch, which deals 
with technical problems at the departmental level. 

The Operations Branch consists of 2 professional and 3 clerical employees in 
the Washington office, who are concerned with developing the pattern of operat- 
ing relationships with the various States, including a system of reviewing 
State operations, and in managing the work of the regional representatives, 
Ten regional representatives with clerical assistance, located in the 10 Federa! 
Security Agency regional offices, will work directly with the States in providing 
technical assistance and in reviewing State operations. Each of these regional! 
representatives has an average of eight State approving agencies to work with. 
They will be primarily responsible for the reviews and analyses necessary to 
prepare the educational audit reports to be used by the House Veterans Affairs 
Committee and the Veterans’ Administration. 

The other Branch of the Division operates at the departmental level, and 
consists of 7 professional employees and 14 clerical employees. The depart- 
mental professional staff is available to work with the States on special technical 
problems which arise and furnishes answers to a variety of educational ques- 
tions coming in from all over the country concerning this program. They are 
also working’in the field of accreditation. These seven professional employees 
deal with accerditation problems, apprenticeship training problems, institutional 
on-farm training problems, proprietary and trade school training problems, and 
general problems in vocational education. Reductions are planned in the de- 
partmental staff as the initial impact of this program passes and basic statistica! 
studies and other preliminary essential data are completed. In addition to 
the above staff, there is a Director of the Division, with secretarial assistance. 

Under Public Law 550, the Office is directed to prepare and maintain a list 
of nationally recognized accrediting agencies. Accrediting problems have plagued 
the educational profession for decades. For the first time, the Commissioner 
of Education is directed by law to establish standards and criteria for accredit- 
ing agencies, which requires a solution to these historical problems. To protect 
the interests of the Federal Government, the veterans, and legitimate schools, 
we have called upon outstanding authorities in the accrediting field to assist us 
as consultants in developing such criteria and standards. This has avoided the 
necessity of recruiting a much larger staff of permanent employees who would 
require a much longer time to work out acceptable solutions to these problems. 


Mr. McGraru. Do you want me tosummarize this? 

Mr. Bussey. If you will, please. 

Mr. MoGratu, Under this act the Division of Veterans’ Educational 
Services is divided into two branches. 

The Operations Branch deals with 48 States through the 10 regional 
offices of the Federal Security Agency. As I said, there are 10 regional 
representatives and clerical assistants out in the field. Most of them 
are in the field working with these 81 State agencies, going around 
from place to place examining with the State officers the educational 
institutions. 
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Mr. Bussey. Right there let me interrupt. 

Mr. MoGratu. Yes, sir. 

Mr. Bussey. Again, I want to go back to the point that I was not 
able to find in the law any authority for you to act as an accrediting 
agency, If you have men going around visiting these schools, it seems 
tome that you are acting as an accrediting agency. 

Mr. McGratu. No, Mr. Chairman. We are merely determining 
first that the State office, the approval agency, develops a suitable plan 
for supervising these programs, so that irregularities do not occur. 
Now, as I said, in one State, there were many, many irregularities. 
There were irregularities in many States. 

Mr. Bussey. I am quite familiar with the irregularities that were 
uncovered by the Teague committee, but I do not see where that is 
justification for your request. 


LEGAL AUTHORITY TO REVIEW STATE AGENCIES 


Mr. McGratu. Well, may I read from a communication from Mr. 
Meadows, Mr. Teague’s administrative assistant, on this very point 
with respect to the function of the Office of Education under Public 
Law 550: 

It was specifically designed to correct the many glaring abuses which crept 
into World War II educational programs. Specifically the Office of Education 
is expected to conduct educational audits of the operation of the program and 
report from time to time to the Congress. In addition, the Office of Education 
is expected to review the operation of the State approval agencies and render 
technical assistance and advice to those agencies and to the Veterans’ Adminis- 
tration regarding ways which the operation of the State approval agencies can 
be improved. The new veterans’ program promises to reach a three-quarter 
billion level in a short time. The interest of the Federal Government suffered 
severely during World War II because of a lack of proper supervision. It is 
expected that the presence of the Office of Education will correct this condition 
in the new program. 

Mr. Bussey. Well, that is the opinion of the man who wrote the 
letter. What authority does he cite in the law that gives the Office 
of Education any authority to do that work ? 

Mr. McGraru. Section 244 on page 10 reads: 

In carrying out his functions under this title, the Administrator may utilize 
the facilities and services of any other Federal department or agency. The 
Administrator shall utilize the services— 

He is instructed. I know the legislative history of this law, and that 
word “shall” was written deliberately— 

The Administrator shall utilize the services of the Office of Education in develop- 
ing cooperative agreements between the Administrator and State and local 
agencies relating to the approval of courses of education or training as provided 
for in section 245, in reviewing the plan of operations of State approving agencies 
under such agreements, and in rendering technical assistance to such State and 
local agencies in developing and improving policies, standards, and legislation 
in connection with their duties under this title. 

Mr. Bussey. The word “administrator” refers to the Veterans’ Ad- 
ministration Administrator, Gen. Carl Gray. 

Mr. McGratn. Yes, sir. 

Mr. Bussey. Now, the law states: 


The Administrator shall utilize the services of the Office of Education in devel- 
oping cooperative agreements. 


Mr. McGrarn. Yes, sir. 
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Mr. Bussey. In my own humble opinion—I might be wrong—that 
does not give you the authority to set up this force to operate in the 
manner in which you say they are operating in the field. 

Mr. McGrarn. Well, our counsel has so construed this legislation, 
Mr. Chairman; and the Veterans’ Administration counsel has ac cepted 
that interpretation. 

Mr. Bussey. You mean the counsel for the Office of Education ‘ 

Mr. McGratn. And for the Veterans’ Administration. The rela 
tionship was worked out between the legal counsel in both organiza 
tions. 

The alternative would be, Mr. Chairman, to set up the same kind of 
a staff and procedure in the Veterans’ Administration, if the Govern- 
ment is to be protected. We feel in the Office, as I testified in the 
hearings on this bill, that the Government can save money and get a 
better professional job done by using the existing educational branch 
of the Government. The staff which we need to do this job I am sure 
must be smaller than a staff of nonexperienced people. 


POSSIBILITY OF REGULAR STAFF DISCHARGING THE NEW RESPONSIBILITIES 


Mr. Bussey. If you had this experienced staff in the Office of Edu 

cation to furnish this knowledge and advice, why do you have to have 
anche appropr iation to set up another staff ? 

Mr. McGratu. Well, the answer to that is rather complicated, Mr. 
Chairman. We had some people in the Office who could do this job, 
and actually we had their assistance in setting up this program. 

Mr. Bussey. Who were the people whom you say were in the Office 
and who were qualified to do the job? 

Mr. McGrarn. In Higher Education it would be Ernest Hollis and 
Lloyd Blauch. In Vocational Education, I cannot give you the names, 
but it would be people familiar with the farm training programs and 
general vocational education. At the secondary level would be people 
familiar with high-school programs. 

May I point out, Mr. Chairman, that when I came to the Office of 
Education in March 1949, the budget was more than it is now. In 
4 years there has been a steady decrease for the ongoing services of 
the Office. These new programs have raised the budget, but for the 
functions for which the Office was established the budget has con- 
stantly dropped. Certain functions have been completely discon- 
tinued because we have constantly transferred people from the ongoing 
program into emergency or new programs of this sort. 

The result is that the Office of Education’s general staff, which 
should be rendering services to the whole of American education, 1 
very much reduced and handicapped, and services are suffering. But 
that is only part of the answer. 

As I said, this is an entirely new program for us. It was given to 
us for the reason which I said: that they thought we could discharge 
it more efficiently. We had to bring in some people, more people who 
had had experience with this kind of thing. Indeed, we needed some 
people who were not, only educators but who had had experience with 
veterans training. Some of the field representatives have actually been 
drawn from the State approving agencies operating under Public Law 
346. We actually hired them from State approving agencies to come 
in and work on our programs so that it could be launched quickly. 
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Thirdly, the Congress expects a periodic review of this program. It 
is not only a matter of setting up the program, but we are supposed 
to examine the State procedures and report to Congress and the Vet- 
erans’ Administration and that takes a staff; and that we do not 
have. 

Mr. Bussey. Where does it say that in the law? 

Mr. McGraru. It says in section 244, developing agreements, re- 
viewing the plans of operation, rendering technical assistance and 
then reporting to the Veterans’ Administration, 

Mr. Bussey. If you had these qualified men in your department, 
why could not they act as consultants to the Veterans’ Administration 
on this program instead of setting up a whole new division in your 
a 

Mr. McGrarn. I think the answer to that is that that is the way 
theiy tried to do it once before at a tremendous cost to the United Sates 
Government. They did it in the Veterans’ Administration. I am 
not reflecting on the Veterans’ Administration, but this is in print; a 
creat deal of money was wasted. 


WORK OF PUBLISHING LIST OF ACCREDITING AGENCIES 


Mr. Bussey. As I read the law, it gives you the authority to publish 
a list of these nationally recognized accrediting agencies. 

Mr. McGratu. Yes, sir. 

Mr. Bussey. It seems to me that job should be about done by now ‘ 

Mr. McGratrn. No, Mr. Chairman. We published the first list, 
which was not too hard a job, because we picked the one whose repu- 
tation is established. The North Central Association is established ; 
but when you get into the problem of approving barber schools, you 
are dealing with a very complex matter that no nationally recognized 
educational association has ever tackled. And the reason that has to 
be done is in connection with—now, I am not saying that barber schools 
are fly-by-night schools, but it is in connection with these schools that 
were not covered by the North Central, the Middle Atlantic, the 
American Medical Association, the enginering councils, and so forth; 
that is where the irregularities occurred. 

Mr. Bussey. What you are doing and proposing to do is to establish 
criteria for various groups ! 

Mr. McGrarn. Yes, sir. 

Mr. Bussey. And these groups must meet that criteria in order to 
be placed on your list of accrediting agencies ? 

Mr. McGraru. Yes, sir. And that will go on for a long time. We 
have some 18 applications now and more coming. 


AGREEMENT WITH VETERANS’ ADMINISTRATION 


Mr. Bussey. There was a cooperative agreement worked out be- 
tween the Office of Education and the Veterans’ Administration ? 

Mr. McGratu. Yes, sir. 

Mr. Bussey. I asked Mr. Stephens, the budget officer, to get me 
a copy of that agreement, which he did. But I did not receive it 
until this morning and unfortunately I have not had an opportunity 
to study it. How was this agreement negotiated ? 
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Mr. McGraru. After the law was passed, we consulted with the 
officers of the Veterans’ ! inistrati Mr. Coile, Mr. Monk, Mr. 
Page, together with the officers from our office and our legal counsel, 
and they interpreted the law to mean that the Veterans’ Adminis. 
tration shall—that is what it says—render such services to the—or 

rather, that the Administrator shall use our office in rendering such 
services as are finally covered by this agreement. 

Mr. Bussey. Who was the individual who represented your office 
in working out this agreement ? 

Mr. McGrarn. The legal counsel—I will supply that name; I do 
not happen to know it. But I took part in the original negotiations 
myself together with the Assistant Commissioner, Mr. O’Brien, who 
actually signed this agreement. And then Mr. O’Brien carried on 
from that point, together with our legal counsel. 

Mr. Bussey. I take it everyone from the Office of Education and 
the Veterans’ Administration was in agreement on the final draft of 
this agreement ? 

Mr. McGratn. Yes, sir. 

Mr. Bussey. Was there any doubt in the minds of the men represent- 
ing the Veterans’ Administration as to the authority given the Office 
of Education in this program, or were they in complete agreement 
with the program as you outlined it? 

Mr. McGratn. I think the representatives of the Veterans’ Admin- 
istration, if one were to make a truthful statement, would have 
preferred to retain all these functions in the Veterans’ Administra- 
tor’s Office. In fact, that came out in the hearings. 

Mr. Bussey. What was the determining factor that made them 
relinquish that position ? 

Mr. McGrarn. I think it was an examination of the law and also a 
communication with Congressman Teague concerning the intent of the 
Congress as expressed in the legislative history and in the law itself. 

I know they had meetings with Mr. Teague and other members of 
the committee when a point or two was disputed. I think I can say 
without misrepresenting these men in the Veterans’ Administration 
that they are satisfied with the present agreement, with regard to 
the major principles. 

Mr. Bussey. Were you and your colleagues able to convince them 
that the law made it mandatory that this be put in the Office of Educa- 
tion and not the Veterans’ Administration ? 

Mr. McGratu. They accepted that view. May I ask Mr. McKone 
to comment ? 

Mr. McKong. I sat in at a meeting of the Budget Bureau, when 
examiners from the Budget Bureau were there with representatives of 
the Veterans’ Administration and our office and every detail in the 
draft of the agreement which we had at that time was reviewed. 
They reviewed | carefully the proposal made by both the Veterans’ 
Administration and ourselves to carry out our responsibilities under 
the act. I believe there were two of those meetings before we finally 
had an approval from the Office of the President to go forward. 

Mr. MoGrarnu. I may add that the State approving agencies are 
pleased with this arrangement.. They endorse the present arrange- 
ment as being more efficient and more effective in protecting public 
money than was the earlier arrangement. 
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Mr. Bussey. I should hate to think that it is not, but certainly the 
Veterans’ Administration should have benefited by the experience 
under Public Law 346, and because they did have the experience they 
would perhaps be more efficient in setting up these criteria for accred- 
iting agencies and approving agencies under the new law. 

Very frankly and honestly and sincerely I just wonder if there is 
authority under the law for your agency to do all of this work you 
have outlined here today. 

At this point I shall put in the record a copy of the agreement be- 
tween the Administrator of Veterans’ Affairs and the U Tnited States 
Commissioner of Education providing for the services to be rendered 
hy the United States Office of Education for the Administrator of 
Veterans’ Affairs in carrying out the Administrator’s functions under 
Public Law 550, 82d Congress, in compliance with the provisions of 
section 244 of such act. 

(The matter referred to is as follows :) 


This agreement made as of this twenty-fifth day of September 1952 between 
the Administrator of Veterans Affairs (hereinafter referred to as the Adminis- 
trator) and the U. S. Commissioner of Education (hereinafter referred to as 
the Commissioner ). 

Witnesseth : 

Whereas, Section 244 (a) of Public Law 550, 82d Congress, provides that the 
Adminstrator in carrying out his functions under Title Il, Public Law 550, 82d 
Congress, may utilize the facilities and services of any other Federal department 
or ageney and shall utilize the services of the Office of Education in developing 
cooperative agreements between the Administrator and State and local agencies 
relating to approval of courses of education or training as provided for under 
Section 245 of the law, in reviewing the plan of operations of State approving 
agencies under such agreements and in rendering technical assistance to such 
State and local agencies in developing and improving policies, standards, and 
legislation in connection with their duties under this Title; and 

Whereas, Section 244 (b) of Public Law 550, 82d Congress, provides that any 
utilization of any other Federal department or agency by the Administrator 
shall be pursuant to proper agreement with the Federal department or agency 
concerned and that payment to cover the cost thereof shall (except in the case 
of the Office of Education) be made either in advance or by way of reimburse- 
ment as may be provided in such agreement and that funds necessary to enable 
the Office of Education to carry out its functions under Public Law 550 are 
authorized to be appropriated directly to such Office; and 

Whereas, It is the desire of the Administrator in carrying out his functions 
under Public Law 550, 82d Congress, to utilize to the fullest extent possible the 
facilities and services of the Office of Education, 

Now therefore, It is mutually agreed as follows: 


ARTICLE I. SCOPE OF AUTHORITY AND RESPONSIBILITY 


It is agreed and understood that the services to be performed by the Commis- 
sioner under this agreement are limited to those services which the Administrator 
is authorized and empowered by the Act to perform, and that, except as specified 
herein, the respective functions and responsibilities of the Administrator and 
the Commissioner under this or any other Act are not affected by this agreement. 
It is further understood and agreed that the terms of Section 263, Public Law 
550, 82nd Congress, which prohibit any department, agency, or officer of the United 
States from exercising any supervision or control whatsoever over any State 
approving agency, State educational agency, or State apprenticeship agency, or 
any educational institution or training establishment are for application in con- 
nection with any services performed by the Commissioner for the Administrator 
under this agreement. 


ARTICLE II. DEVELOPMENT OF COOPERATIVE AGREEMENTS 


The Administration shall utilize the services of the Office of Education in devel- 
oping cooperative agreements between the Administrator and State and local 
agencies relating to the approval of courses of education or training as provide¢ 
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for in Section 245, Title II, of Public Law 550, 82nd Congress. In carrying out 
this function, the Commissioner, through his designate staff officers, will work 
with the designated staff officers of the Administrator and will submit from tim: 
to time, either on his own initiative or at the request of the Administrator, recom 
mendations to the Administrator designed to improve the overall plan for suc 
ugreements. 


ARTICLE III. REVIEW OF PLAN OF OPERATIONS OF STATE APPROVING AGENCIES 


The Commissioner, through his designated staff officials, will annually review 
the actual operation of each State approving agency which has entered into ar 
agreement with the Administrator relating to the approval of courses of educa 
tion or training as provided for in Section 245, Public Law 550, 82nd Congress 
and shall submit to the Administrator a report of the results of such review 
including recommendations as to improvements deemed desirable in the plan of 
operation under such agreement and infcrmation concerning compliance of the 
State agency with the agreement. In addition to the scheduled reviews of th: 
actual operations of the State approving agencies, the Commissioner, through his 
designated staff representatives, will make such special and followup reviews 
as may from time to time be requested by the Administrator insofar as staff then 
is available for such purposes. In carrying out the Administrator’s functi 
under this Article, the Commissioner will: 

(a) Arrange for his representatives to keep such regional office repr 
sentatives of the Veterans’ Administration as may be designated by the 
Administrator advised of the plan of review within the regional territory 

(b) Arrange for his representatives to work closely with regional offic 
officials of the Veterans’ Administration in the mutual exchange of info: 
mation and experience in relation to problems of State approving agencies 
as they affect the approval and supervision of educational and training 
establishments for use under the provisions of Public Law 550, 82d Congress 

(c) Arrange for his representatives to provide the Administrator with 
any significant facts concerning staff or other requirements of State appro 
ing agencies relating to their operations under cooperative agreements. Any 
such reports as may be prepared under this provision will be independent 
and objective educational apprisals of the facilities of State approving 
agencies to carry out their responsibilities and will be prepared for direct 
transmission to the Assistant Administrator for Vocational Rehabilitation 
and Education, Veterans’ Administration, Washington 25, D. C. 

(d) Provide to the extent possible within personnel or budgetary limi- 
tations special or particular professional advice or service requested by the 
Veterans’ Administration at regional or Central Office level. 


ARTICLE IV. TECHNICAL ASSISTANCE 


Subject to the limitations set forth in Section 268 of Public Law 550, 82d 
Congress, the Commissioner will provide advisory and consultant service to 
State approving agencies where such services are requested by, or are acceptable 
to, such agencies and where one of the following purposes will be served. 

(a) The improvement of policies and standards of the State approving 
agency. 

(b) The improvement or development of legislation where study and 
analysis of existing legal bases for the operation of a State approving agency 
indicate the need of such legislation to provide an adequate legal basis for 
such egencies. 

In addition, the Commissioner will from time to time submit to the Adminis- 
trator for dissemination to all State approving agencies recommendations for the 
improvement of standards for approval, particularly in areas where specific 
criteria are not provided by law. such as: 

(1) Standards for the approval of institutions which desire to offer insti- 
tutional on-farm training, and 

(2) Standards for the approval of correspondence courses, and will make 
such other recommendations to the Administrator as may be deemed neces- 
sary and desirable to improve the policies, standards, and legal base of State 
approving agencies. 
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ARTICLE V. FOREIGN EDUCATIONAL INSTITUTIONS 


The Administrator will submit to the Commissioner applications of foreign 
educational institutions for approval to train veterans under the provisions of 
Public Law 550 and the Commissioner shall review such applications and furnish 
professional advice to the Administrator as to whether the Commissioner con- 
siders the specific courses which such foreign institutions desire to offer to vet- 
erans are at least equivalent to similar courses furnished by institutions of higher 
learning within the continental United States, which are accredited by a nation- 
ally recognized agency or association. It is understood that the Commissioner 
will not be responsible for the development of the application or examination or 
inspection of the institutions and that the services to be performed in connection 
with foreign institutions are limited to professional advisory services requested 
by the Administrator in connection with the evaluation of the applications sub- 
mitted by him to the Commissioner. 


ARTICLE VI. STAFF RESPONSIBILITY AND AUTHORITY 

It is understood and agreed that for the purposes of carrying out this agree- 
ment, except as otherwise may be stated herein, the functions of the Commis- 
sioner under this agreement are delegated to the Assistant Commissioner, Divi- 
sion of Veterans Educational Services, and the functions of the Administrator 
are delegated to the Assistant Administrator for Vocational Rehabilitation and 
Education. 

ARTICLE VII. TERM OF AGREEMENT 


The terms of this agreement shall continue in effect until June 30, 1953, may be 
modified by mutual agreement of the parties hereto, and shall be subject to 
termination by either party upon reasonable notice. 

Cart R. Gray, Jr., 
{dministrator of Veterans’ Affairs 
James C. O'BRI 
icting United States Commissioner of Education. 


INITIAL WORK WITH APPROVING AGENCY 


Mr. Bussey. Let us say that a new approving agency is set up in a 
State. What does the Office of Education have to do in setting up 
that. approving agency and, after it is set up, what are you proposing 
to do as a continuing job of supervising that agency ? 

Mr. McGratu. We are going to visit those agencies. First we are 
going to help them work out the procedures by which the work in- 
volved in this act can be carried out effic iently. And then we are going 
to work with the agencies in reviewing the activities of their “office 
in the application of this law and report those reviews to the Veterans’ 
Administration and the Congress. 

[ have here a quotation growing out of our conversations with the 
House Veterans’ Affairs Committee that I would like to put in the 
record, if I may. 

Mr. Bussey. You may do so. 


ANNUAL EDUCATIONAL AUDIT 


Mr. McGraru. This office, the United States Office of Education, 
has been advised by the staff of the House Veterans’ Affairs Commit 
tee that that committee will look to the Office of Education for detailed 
information as to how the educational aspects of the new bill are 
operating. The Office’s role has been referred to by the committee as 
involving ¢ an educational audit of the whole program. The purpose 
of this audit is to see to it that adequate quality of education is given 
to veterans and that the tax dollars invested in veterans’ education are 
wisely spent. 
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This means a review annually, which cannot be done at the end of 
the year but will be done currently by visits of the field staff to the 
81 State approving organizations to see that the institutions « approved 


under their procedures are legitimate educational institutions under 
the terms of the act 


PROHIBITION OF FEDERAL CONTROL 


Mr. Bussey. It seems to me that there is at least a little conflict of 
opinion on whether the law vests this authority in the Office of Educa- 
tion. I am going to read into the record at this point section 263 
of Public Law 550 entitled “Control by Agencies of United States.” 

No department, agency, or officer of the United States, in carrying out this 
title, shall exercise any supervision or control, whatsoever, over any State ap 
proving agency, State educational agency, or State apprenticeship agency, or 
any educational institution or training establishment: Provided, That nothing 
in this section shall be deemed to prevent any department, agency, or officer of 
the United States from exercising any supervision or control which such depart- 
ment, agency, or officer is authorized, by existing provisions of law, to exercise 
over any Federal educational institution or training establishment, or to pre- 
vent the furnishing of education or training under this title in any institution 
or establishment over which supervision or control is exercised by such other 
department, agency, or officer under authority of existing provisions of law. 

Now, there are many Members of Congress—and I am one of them— 
who are opposed to any Federal agency of the Government having 
any more control, or any control, over our educational institutions. 
I might say that I : and the members of this committee during the 
last C ongress have heard me say this many, many times—I am an out- 
and-out States righter. I am constantly and fundamentally in oppo- 
sition to any law that gives more control over local affairs to any 
Federal agency of our Government. 

Frankly I am not convinced that there is any provision in Public 
Law 550 that requires the Office of Educ ition to go into the States 
and review these approving agencies’ operations. 

Mr. McGratu. I would like to be on the record in one respect, Mr. 
Chairman, that with all due respect to the Members of Congress of 
the United States, there is no Member of this Congress any more a 
States righter in education than I am. I have consistently held to 
that principle in all the operations of the Office for 4 years. 

I think if the Federal Government begins to tamper with or inter- 
fere with or control the educational system of this country, the whole 
character of the country is going to change. And so I endorse the 
principle 100 percent. 

I differ with you in my interpretation of this law, but I am not a 
lawyer and I have to be guided by the legal counsel. 

Mr. Bussey. I might : say that I am not a lawyer, either, and I may 
be wrong in my interpretation; but I have studied this law and I have 
tried to interpret it fairly. 


PERSONNEL IN CHARGE OF NEW PROGRAM 
Who in your Office of Education is doing all this work in estab- 


lishing the criteria for accrediting agencies, working with the ap- 
proving agencies, checking their operations, and so forth? 
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Mr. McGratu. A small technical staff under Mr. James C. O’Brien, 
Assistant Commissioner in charge of veterans’ educational services. 

Mr. Bussey. How long has that division been established in the 
Office of Education ? 

Mr. McGratu. Since the passage of the act. 

Mr. Bussey. What is Mr. O’Brien’s background for handling this 
work ¢ 

Mr. McGrartnu. He is a career governmental employee, has had about 
94 years in the service. He has had close contact with education be- 
cause since 1940 he was the executive director—with the exception of 
3 years of military service—he was the executive director of the 
roster of scientific personnel, which brought him in contact with edu- 
cators throughout the United States and abroad. He held that posi- 
tion right straight from the time of the establishment of the roster 
until he came into our office and brought the roster with him from 
the National Resources Board. That is with the exception of some 
military service. He is a veteran as, indeed, I am, and I think, there- 
fore, we certainly have a sympathetic view toward the veteran’s 
rights under this act. 

Mr. Bussey. I will go along with you on that and I will have to 
say for the record that I am also a veteran and selected by both the 
American Legion and the Veterans of Foreign Wars to help in getting 
proper consideration of the original GI bill of rights in the legisla- 
tive committee. [had quite a bit to do with it on the floor of the House. 
I have worked very actively in veterans’ affairs for over 30 years. 

Mr. McGratu. I know that, Mr. Chairman. 

Mr. Bussey. And I am very jealous of anything where the welfare 
of our veterans in concerned. 

Has Mr. O’Brien any accomplishments in the field of education ? 

Mr. McGratn. Not in the sense of being a leading educational 
authority but, if you will pardon me, Mr. Chairman, I do not think 
that is the principal job to be done here. 

Mr. Bussey. I got the impression from your statement that that 
was one of the reasons why they wanted to put this work in the Office 
of Education and take it out of the Veterans’ Administration. 

Mr. McGraru, That is right. But the management of this pro- 
gram is something that does not necessarily require a detailed know!l- 
edge of the procedures in education, although he knows a good dea! 
about education. We have in the division specialists in each phase of 
veterans training. The authority for running this program 1s placed 
in the Commissioner of Education. [ am an apdblaked worker in the 
field—I will not say authority—but I am an established worker in 
the field of education with 25 years of experience especially in the 
field of accreditation which I worked in for some time. 

The general policies in this activity as far as this office is con- 
cerned are made by the Commissioner and carried out by our educa- 
tional technicians. Mr. O’Brien is a very competent administrative 
officer and so far as I have discovered there is no opposition in the 
world of education to Mr. O’Brien’s occupying this post. I should say 
that the program of the Veterans’ Administration under Public 
Law 346 was not operated by persons who had had years of exper- 
ience in educational institutions. 





Mr. Bussey. Perhaps that is the reason they ran into so much 
trouble. 

Mr. McGratrn. That was the thought of Mr. Teague’s committee. 

Mr. Bussey. We are not going to provide funds on the basis of 


what anyone thought—w e have got to base our action on the law. 
Mr. McGraru. “Yes, sir. 


LEGAL SERVICES 


Mr. Bussey. You have an item in here of $6,700 for the Office of 
the General Counsel to provide legal services during the current 
year. Do they not already have enough attorneys and lawyers ii 
the Federal Security Agency to provide all the legal services needed 
for your part of this program ? 

Mr. McGraru. They have had some sharp cuts in their legal staff. 
I would like to ask Mr. McKone to speak to that. 

Mr. McKone. They have had budget cuts. They advised us when 
we prepared our estimate that they “would need at least one person 
full time for this program and we acquiesced in that proposal for “. 
year and this year only. We have not made any provision for the 
General Counsel’s office in our budget for 1954 which will be before 
you soon. 


NEGOTIATION OF AGREEMENT WITH VA 


Mr. Bussey. Were minutes kept of the meetings between the Office 
of Education and the Veterans’ Administration in the working out 
of this agreement ? 


Mr. McGrarn. Well, I do not believe so, certainly not the ones 
I attended, the first ones. They were not as formal as that. There 
were about 6 or 7 people concerned and we thought that the final 
agreement would reflect the thinking of the group. 

Mr. Bussey. If minutes were available it might reflect the original 
thinking of some of the members from the Veterans’ Administration. 
I think such minutes would be quite interesting. I would like to see 
what arguments were put up to keep this in the Veterans’ Adminis. 
tration and why they finally acquiesced in putting it under the Office 
of Education. 

Mr. McGrarn. I think we can reconstruct those minutes for you 
and file them, if you want us to. 

Mr. Bussey. I should appreciate having them filed with the 
committee. 

Mr. McGrarnu. Yes, sir. 

Mr. Bussey. I think it would help us in coming to a conclusion o1 
this matter and in trying to get a correct understanding of whether 
this function actually belongs in the Office of Education. “Just because 
the agreement was entered into is certainly not conclusive proof, to me 
at least, that it belongs in the Office of Education and that the Office 
of Education has the authority that has been taken under this 
agreement. 

WORK WITH STATE AGENCIES 


Now, you made a statement that you advised the Veterans’ Admin- 
istration and the State agencies as to the procedure to establish for 
the operation of this program. Does that mean establishing the cri- 
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teria or does it go beyond the criteria and include a continuing 
supervision ¢ iw t 

Mr. McGrarn. It goes beyond that to the application of the cri- 
teria. But I would like to emphasize the word “advise.” We do not 
control that. We do not determine what a State may do. We only 
advise the State what seems in our mind to be good educational prac- 
tice and good practice to protect the Government’s interest. They then 
determine whether they want to do that or not. 

Mr. Bussey. You advise in regard to the criteria in setting up a 
State approving agency. 

Mr. McGratu. The agency is established by the law and by appoint- 
ment of the governor or the Chief Executive officer of the State. 


ACCREDITING SCHOOLS 


Mr. Bussey. That approving agency, let us say, lists 20 secondary 
schools that are not on the accredited list of an approved accrediting 
agency. Does that mean that those particular 20 schools must be 
accredited by the Office of Education ? 

Mr. McGraru. No. It means that if the State agency approves 
these schools the Veterans’ Administration will pay to veterans the 
sums to which they are entitled. If the schools are not approved, not 
put on the approved list, the Veterans’ Administration will not pay 
the veteran and therefore the veteran will not be able to attend those 
schools, 

Mr. Bussey. Do you feel that you have authority to put schools on 
an approved list that are not approved by the approving agency ? 

Mr. McGratu. No, sir. 

Mr. Bussey. In other words, your work is with the approving 
agency ¢ 

Mr. McGratn. It isindeed. We were asked specifically in the hear- 
ings on this bill, under the chairmanship of Mr. Rankin, whether the 
Office of Education wanted veto power in this matter, and the Com- 
missioner of Education made it clear that the Office of Education 
wanted no veto power with regard to any of this. All we do except 
for publishing the list of accrediting agencies is to act as expert con- 
sultants and advisers; nothing else. 

Mr. Bussey. What if Mr. O’Brien thinks a school should be on the 
list of an approving agency and the approving agency takes the posi- 
tion that the school should not be on the list, can you get that school 
on the list ? 

Mr. McGrarn. No, sir. 
the school on any list. 

Mr. Bussey. How does the school get on the State’s accredited list 
if it is not on the accredited list of an approved accrediting agency ? 

Mr. McGrarn. Through the examination by the State educational 
authorities. Some of the programs will already have been approved 
by the State education department where the North Central Asso- 
ciation did not function. There are some areas which the North 
Central Association does not touch. The State education authority, 
however, could or could not approve a program as it wished. Nobody 
in the United States Office of Education could get an institution on or 
off that list, but in visits to the States and in examining the programs 
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of the State educational authorities with the approval agencies, if the 
representatives of the Office of Education thought there were pro- 
grams approved that were not legitimate, or were not giving the vet- 
eran value received, we would report that to the Veterans’ Administra- 
tion through our regular reporting procedure, and to the Committee 
on Veterans’ Affairs in the House, and presumably this the kind of 
report that would prevent the flagrant violations and the waste of 
money that went on under Public Law 346. 

It is a matter of making the public realize, through published re- 
ports, the Congress and the Veterans’ Administrator, that these are 
fly-by-night institutions, or courses. 

Mr. Bussey. Who has the right to take that school off of the ac- 
credited list? 


AUTHORITY OF VA 


Mr. McGratu. The Veterans’ Administrator can refuse to pay a 
veteran fees under this act to attend such a school, and automatical- 
ly the school fails as far as the veterans are concerned. They may 
have private students that do not come under the Veterans Act. 

Mr. Bussey. If he has that authority it seems to me this author- 
ity that you are taking over should be placed in the Office of the 
Veterans’ Administrator. 

Mr. McGrarn. That is where it was before. 

Mr. Bussey. Why should he have the authority not to pay if he 
does not have some supervisory authority over these schools? 

Mr. McGraru. He has in the last analysis supervision over the 
schools, because, I believe, if I read this law correctly, if the Com- 
missioner of Education determines that there is a fly-by-night school 
in Illinois that should not be attended by veterans, I believe that if 
the Veterans’ Administrator wanted to pay money to the veteran who 
attends that school, that is his discretion. 

The purpose of the office is to reveal to the Administrator of Vet- 
erans’ Affairs it is not a good institution. 

Mr. Bussey. He has all that authority, but still you want all this 
work over in the Office of Education. 

Mr. McGrarn. The review and technical advisory function is in 
our Office. 

On the ground, Mr. Chairman, if I remember the legislative his- 
tory. If we do not do it, the Veterans Administrator would have to 
do it; and, since we are in the educational business, we can do it more 
effectively than they. 

Mr. Bussey. How much is it going to cost the Office of Education 
to assist the Veterans’ Administration to develop these cooperative 
agreements between the Administrator and State and local agencies 
relating to the approval of courses of education and training? 

Mr. McGratn. The whole program will cost $259,000 this year. 

Mr. Bussey. To assist the Veterans’ Administration develop these 
programs and develop information to turn over to the Veterans’ Ad- 
ministration ? 

Mr. McGrarn. Yes. We will turn over reports and reviews. The 
State approving agencies also make reports on what goes on in the 
States. The Veterans’ Administration gets all that information. 
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Mr. Bussey. This seems like a situation we had with the Wage 
Stabilization Board making decisions and then after they made the 
decisions the President took matters into his own hands and reversed 
them. You have all this work going on in the Office of Education, 
but still the Veterans’ Administrator has the right to veto any action 
of the Office of Education. 

Mr. McKong. I think, Mr. Chairman, our objective would be to 
work out any problems with the State approval agencies, with whom 
we have very good relations, before they reached the stage of a re- 
port. We have chosen our field staff for their ability to get along 
with the State people, and on their knowledge of veterans’ ‘training. 


POSITIONS BUDGETED FOR NEW WORK 


Mr. Bussey. Mr. Commissioner, for the record will you furnish a 
list of the positions that go to make up the staff for which $259,000 
is requested ? 

Mr. McGrartu. I will, sir. 

(The information is as follows: ) 


Veterans’ educational services 


Number ! | Title | Grade 


Assistant Commissioner, Veterans’ Educational Services - -- ’ ..-| GS-15. 
Branch director i : : : : ..| GS-15. 
Technical specialist ; . GS-14, 
Specialist halic sd hienoseeeacaes i ‘ GS-13. 
io Gal pocuk i build ; be ; ._..| GS-12. 
| Research assistant...........__. lithe cca cia y -| GS-11. 
300... u ; GS-9. 
Administrative assista ant... ba elas ~Rute ead jetties aiihd | GS-9. 
Secret: y.% : ~ kecam E GS-7. 
Oscncte ; ; - ; _.| GS-6. 
GS-5. 

| an : : é GS-5. 
6} C lerk- stenographer. itn he j sNitgaey Gs. 
2 | Clerk-typist. aaanad : SM icdsiabeos een abi ...| GS-4. 
10 | Field representative. is Ji dd sbile . . GS-13. 
10 | Secretary, field- ‘ ceoiice aes acer os a : : Gs. 


Qa eee om be 


1 Total, 55. 


Note.—The above positions are budgeted, but not all will be filled in line with statement by Commis 
sioner with respect to $30,000 savings he will make this year. 





AUTHORITY FOR PROGRAM OPERATION 


Mr. Jensen. Mr. Chairman, I also am not an attorney. I have a 
very able attorney sitting to my right, Mr. Budge. 

As far as I am concerned, T will take Mr. ‘Budge’ s interpretation 
of the law as it pertains to this matter. 

I do want to say this: I remember very well when this question was 
debated on the floor of the House as to whether the Office of Education 

should be given this responsibility, or whether it should remain in the 
Veterans’ ‘Administr ation, and I felt very strongly it should remain 
in the Veterans’ Administration bec ause, having considerable knowl- 
edge of the working of the Veterans’ Administration, I felt quite sure 
they were very W ell equipped and had the knowledge to do this job for 
the people in whom they are especially interested, and those are the 
veterans of our wars. So, I must admit I am prejudiced to that extent 
in this matter. 
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I still think, after listening to this discussion between you and 
the chairman, that it was a mistake when this change was made. Ag 
you know, we veterans are pretty jealous about our prerogatives, and 
we think we can look after each other possibly a little better than 
someone who is not a veteran. That is no reflection on the people 
who are not veterans, however, because there are many people in our 
country today that are possibly more patriotic than we but were not 
old enough to get into World War I and were too old and had big 
families and could not get into World War II. I have no less feeling 
for them than I have for the veterans. 

However, the Veterans’ Administration has struggled with all the 
problems of the veterans since World War I, and while they have been 
criticized considerably, I still think they have done a mighty good job. 


TIME STAFFING BEGUN 


Now then, getting back to your request for $259,000—after this law 
was passed last year did you immediately start putting employees on 
the payroll to carry out what you felt was your responsibility under 
this act, and have you already spent Federal funds for this work? 

Mr. McGrarnu. With regard to putting personnel on, we first had 
these conferences with the Veterans’ Administration and with Mr 
Teague’s office as to our functions under the act, and with our legal 
counsel. 

We did not put anyone on the job except the people who had to carry 
on the negotiations, like myself and Mr. O’Brien, until we reached an 
agreement as to what we were to do. In fact, the reason we did not 
get under way as fast as we should was because there was a month of 
discussion of this kind when we were not clear as to the scope of ow 
work. 

After that, when the Bureau of the Budget authorized deficiency 
spending for this emergency, we put on people immediately. I do not 
have the figure of how much we have expended to date, but that we 
can give you very quickly. 


TOTAL PERSONNEL IN OFFICE 


Mr. Jensen. How many people are employed in your agency under 
the general appropriations for the fiscal year 1953 ? 

Mr. McGrarn. For all purposes ? 

Mr. Jensen. All purposes. 

Mr. McGratu. You do not want the transferred funds. There were 
462. We also have some 200 who are working on projects that are 
paid out of other budgets, such as the State Department. 

Mr. Jensen. 462? 

Mr. McGrarn. Yes. 

Mr. Jensen. Most of them are right here in Washington ? 

Mr. McGratu. Well, the majority, yes. A good many of them are 
involved in the school-assistance program that you are going to hear 
testimony on tomorrow, and they are out in the field. 

Mr. McKonr. There are in the field now about 60 persons. 

Mr. Jensen. Then most of them are here in Washington ? 

Mr. McGrarn. Yes. And about 20 under this act. 
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POSSIBILITY OF DOING NEW JOB WITH REGULAR STAFF 


Mr. Jensen. But you did have before Public Law 550 was passed 
about 400 people right here in Washington ¢ 

Mr. McGratn. That is right, sir. 

Mr. Jensen. I would assume that since this is the Federal agency 
on education, most of those employees are above the average in 
scholastic background. 

Mr. McGraru. That is right. 

Mr. JENSEN. And yet you ‘do not feel that you have enough qualified 
people to take care of this additional responsibility provided for in 
ihis act without hiring additional people ? 

Mr. McGraru. That is right, sir. 

Mr. Jensen. Did you make an attempt, Mr. McGrath, to ascertain 
from your divisions whether or not you could get along without 
ilding additional people 4 

Mr. McGraru. I did. 

Mr. JENSEN. And you found that they could not do it? 

Mr. McGratn. No, sir, I do not want to put that in the record. 
We have any number down there who could do it. 

Mr. Jensen. I mean without adding additional employees. 

Mr. McGraru. We might have gotten it done, but of course if we 
did that we would have had to stop the other things we were doing. 
This is exactly what has been going on, you see, Mr. Jensen: When 
the school-assistance program was moved into the office—It was not 
there when 1 came here 4 years ago—this committee specifically in- 
structed us to find people in the office who could carry as much of : 
load as possible, and we did that. We could not find enough anil 
in the office to take care of the whole load, but we transferred people 
from other assignments to the point where, as I said at the outset, 
every year we come before the committee we are asking for less money 
for the leade rship functions of the office in studying American educa- 
tion and reporting it as the enabling act requires us to do, we were 
cutting that staff down two or three in each division each time to the 
point where the original functions will soon have to be discontinued 
for lack of personnel. 

Now, I am sure you understand—and I understand—whether that 
is to happen or not is clearly a matter for the Congress to decide, and 
not the Commissioner of Education, but I do believe that I have a 
responsibility to report to the Congress and to the educators of the 
country that many of our tradition: il services that go back to 1867 must 
be discontinued if we transfer these people to the ‘veterans’ programs, 
to school-assistance programs, and other temporary activities growing 
out of the Korean war. 

We have transferred many people on that basis. For example, 
when the draft problem was a big issue with the colleges, we trans- 

ferred a man full-time to work with General Hershey’s office to find 
out the implications of these regulations and get them out to the col- 
leges and universities. I think that is a very important responsi- 
bility, and we transferred a man to do that who is concerned with 
the study of instruction in social science. This is a completely differ- 
ent job than he has been doing—working with General Hershey’s 
office. I offer that as one example. 
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There was a time in 1951 when we had most of the divisions doing 
things like that. We gave up our usual activities and the members 
of the staff did that willingly. I think that I would be doing less 
than performing my duty as a public servant if I did not point out 
that that kind of thing is changing the character of the United St: ates 
Office of Education from its original purposes as conceived by the 
Congress when they established the office, and we are not rendering 
the kind of education service to some institutions that we ought to be 
rendering. I should say, too, that the services of the office, in spit: 
of cuts in the budget in former years, are much greater per dolla: 
expended than they were before on all programs, and I think that 
there is a limit, Mr. Jensen, to the extent to which you can transfe 
people from one job to this new kind of activity unless we want t: 
reexamine the whole purpose of the United States Office of Educatio: 

I repeat the Congress has to decide that. I do not. 

Mr. Jensen. Well, I can understand your responsibility quite well, 
Mr. McGrath. I cannot help but recall the fact that we have ii 
Towa the highest percent of literacy of any State in the Union. W, 

y always to run our own educational institutions as we people thi 
they should be run. 

Mr. McGrartn. Yes. 

Mr. Jensen. We do not bother you too much with requests for the 
ideas that emanate from a centralized government. 

Mr. McGrartn. I was an educational officer of fairly high rank i1 
the State of Iowa for a fairly long time, so I know that situatio 
pretty well. 

Mr. Jensen. I am glad to know that. 

Have you, or your associates ever given any thought to some method 
of reducing the work in your agency so that you could take on respo! 
sibilities like those that come under Public Law 550 without adding 
new employees? Certainly, you have an overlapping of authorit) 
here. 

Mr. McGrartu. Yes, I have considered it. 

Mr. Jensen. You have an overlapping of authority between thi 
Veterans’ Administration and the Department of Education. Now. 
of course, if yours were the only one, if this were the only place where 
that condition existed, it would not worry us too much, but this Appro 
priations Committee sits day in and day out, month in and month out. 
year after year, and we see these overlapping agencies, not only 2, but 
8, four or 5, which are trying to assume duties that should be given to 
one agency. 

Here we have a sample of it. After all, some man in the Veterans 
Administration can veto everything you do. Yet we are supposed ti 
sit here and appropriate money by the hundreds of thousands of dol- 
lars to continue this thing. In my opinion, it is not necessary to have 
this overlapping of authority and all the red tape that is involved. 

Now, as a new member of the subcommittee, I shall not take it upon 
myself to be dictatorial in any sense. Certainly we are going to have 
to look to the people in your category if education is the answer to 
keeping our nation one in which we want to live and have our children 
live. 

Certain Americans like you have great responsibilities, and that 
responsibility in my book says to you that you are going to have to 
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figure out some manner, some method, by which we can save money 
instead of continually spending more. 

We are now taking 3314 percent of the American people’s income 
in taxes. History records, as far back as you want to search the pages, 
show that every nation that has spent over 35 percent of its people’s 
income through taxes was destroyed. And we see them now all over 
the world crying for bread. So I am sure you have a great respon- 
sibility, along with every one of us, to see to it that we simply make 
every dollar “count. That is why I cannot understand why when 

you have 400 people in your employ right here in Washington you 
cannot absorb this job which was given to you under Public ‘Law 550 
without employing more people : and spending more of the taxpayers’ 
money. But it happens in every department. Every time Congress 
passes a law, I do not care what ‘it is, or amends a law, it has been the 
custom for each agency and bureau and commission, numbering over 
1,000, to say, “Oh, ‘well, now I have to hire a lot of extra people to take 
care of this.” Instead of rolling up their sleeves and working just a 


little bit harder and making their people work a little bit harde r, they 
hire more people. 

Perhaps that speech is uncalled for, but I had to get it out of my 
system. Thank you. 


REDUCTION IN ESTIMATE 


Mr. McKoner. May I mention that I have had 22 years of Govern- 
ment service. I came in in 1931, and this is one of the few programs I 
have been in where we cut ourselves below what the Budget Bureau 
gave us. We came in voluntarily with 12 less jobs this year and next 
year. Weare prepared on the control program which we administer, 
controlled steel and other scarce building materials, to go out of busi- 
ness in the next 30 days, whether or not the President signed the 
order. I understand he has just released it. We had 65 persons on 
the controlled materials program which is paid for from FSA allotted 
funds. We are now down to 28 at this time, and we are prepared to 
go out of business at the end of April. We could liquidate that 
program by the first of April. We will not, of course, wind up with- 
out the proper care of our records. I think in these instances we 
have made some pretty good progress toward economy. 

Mr. Jensen. If that is true, and I have no reason to believe that it 


_ 1s not true, I certainly want to compliment you. If anybody in this 


Government can save a dollar here and a dollar there, they certainly 
have my blessing. 

Mr. McGrartu. May I say one more thing, Mr. Jensen: On Febru- 
ary 9, 1951, I reorganized the Office of Education. It had 10 units 
when I came on and 2 more were added right after that. I reorganized 
it into three in order to have less red tape and machinery and more 
direct: control and contacts, and this committee’s records will show 
that I did not turn back much money, but I did turn back $27,500, as 
Mr. Busbey knows, voluntarily, as a saving out of that Reorganization 
Act, and I am continuing to do that. 

As I say, with regard to the budget of the on-going programs 
of our office, if you take out the ones added by Congress, it is much 
smaller than when I came, and I think if you will inquire of the 
educators, the programs are better. 
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For example, on Saturday I had lunch with Dick Plock of Burling 
ton—I think you know him—and he called on the office for a service, 
the publication of a list of educational institutions on the basis of 
which 144 State universities and colleges make out their fees fo: 
their associations of boards of control. I think that is a very impor- 
tant service, and Dick Plock thought so, too, and I do not think we 
ought to cut that out. I do agree with you, we ought to trim every- 
thing back to the very bone. I agree with you completely and I will 
assure that is what we will do. 


TRAVEL 


Mr. Buper. Mr. Commissioner, how many of your 462 employees 
travel ? 

Mr. McGrarn. Well, a good number of them. I will have to put 
that inthe record. I do not have the number. 

(The information is as follows :) 


One hundred and seventy-nine professional staff travel using funds 
salaries and expenses appropriation for the Office of Education. 


¢ 
Y 
I 


Mr. McGraru. Of course, none of the secretaries or clerical people 
willtravel. About 175 of the professionals will travel. 

Mr. Buneér. Do you realize that your travel request, based on 17! 
people, would be enough for roughly 5 round trips from here to Sa 
Francisco every year for each one of them ? 

Mr. McGratnu. We do not go to San Francisco, though, Mr. Budg: 

Mr. Buner. I do not say that your budget is unique in that pro. 
vision, but I think this is a pretty glaring example of too much 
money for travel. 

Mr. McGrarnu. Well, as you know, we had some investigations by 
the Hardy committee on the vocational program. We are using 2 
good deal of travel this year to check up on activ ities out in the field 
to be sure that the money under the Vocational Act is properly spent 
so there is more travel in that budget than there will be next year 
or than there was the year before. 

Also, a great many of our people are professionals, as you know, 
and they attend meetings. They speak at meetings. That is one way 
we have of distributing information about the practices in education. 

We gather information in our Office, and we distribute it by attend- 
ing large professional groups. Again, I would be perfectly happy to 
give that a complete screening, but we are trying hard to keep that 
travel item down. 

Mr. Bussey. Will you yield briefly there? 

Mr. Bungee. Yes, sir. 


TRAVEL TO CONVENTIONS 


Mr. Bussey. Since Mr. Budge has brought up the item of travel, 
there is a convention of some kind which is scheduled for Atlantic 
City in the near future; is there not ? 

Mr. McGratn. Yes, sir. 

Mr. Bussey. What convention is that? 

Mr. McGraru. It is the American Association of School Adminis- 
trators. It includes a large number of principals and superintendents 
of the whole country. About 15,000 administrative officers attend 


that meeting. It is held once a year in the second or third week in 
April. 
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Mr. Bussey. We will go into that item more thoroughly when we 
get into the regular hearing on the 1954 budget. 

Mr. McGrartu. Yes, sir. 

Mr. Bussey. How many people from your Office are scheduled to 
attend that convention ? 

Mr. McGraru. I think about 40. 

Mr. Bussey. About 40? 

Mr. McGrarn. Yes, sir. 

Mr. Bussey. Why is it necessary for 40 people from the Office of 
Education to attend ? 

Mr. McGratu. Because that meeting is held once a year, and it i 
composed not only of the school administrators, but of 20 abate 

virtually cutting across the whole field of education. All kinds of 
aaa e officers and so on are there. This is the one time in the year 
when these people have a chance to attend a professional meeting. 
That raises their competence. They find out what is going on in the 
world of education and bring it back to the Office. 

I agree with you, Mr. Chairman, as the executive officer knows. 
When these applications came in for travel, I called him and said: 

“Why are 40 people going to this meeting?” Is that not right? 

Mr. McKonr. That is correct, sir. 

Mr. McGratu. He said: 

This is the only meeting that some of them attend of any kind. This 
is the one time in the year. I do not think it is excessive for this particular type 
of meeting. 

If they were going to have a meeting of teachers of history and we 
sent 40 people I would think that was clear ly improper. 

Mr. Bussey. Pardon me, Mr. Budge. Go ahead. 

Mr. Buper. Have you ever considered that if your people are in 
such great demand for attending these conventions you might have 
the conventions rather than the Federal Government pay their travel 
expenses ¢ 

Mr. McGratu. They do, Mr. Budge, many of them. The reim- 
bursed travel last year was between $40,000 and $50,000. 

Mr. Buper. In addition to the $235,000 you got another $45,000 ? 

Mr. McGraru. I would like to file that, but it is over $40,000. 

(The information is as follows:) 


Reimbursable fund for fiscal 1952 amounted to $38,163. 


Mr. McGratu. The school people of the country pay that. I do 
not think that is a very good arrangement, to tell you the truth, and I 
tried to get it changed, ‘for this reason: That many times the people 
who can afford to pay for this service are the ones who least need it. 

Let me give you a concrete example. When I was in Iowa I was 
engaged as a consultant by a good many colleges and universities in 
the country. The ones who easily could afford to pay to have you 
come were the ones like Harvard and Yale, which have large resources, 
but the small colleges, which need that kind of help, are the ones which 
do not have the money to pay for it. 

The impact of this reimbursement, therefore, like the Biblical 
phrase, is to sve to those who have. 

Mr. Buper. I submit, Mr. Chairman, that is a startling revelation, 
that 175 people in this agency who are ‘permitted to travel can spend 

$280,000 a year for such expenses. I think that this committee should 
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examine every one of these travel items right down tothe bone. Every 
train you get on now has more Government employees than all the resi 
of the passengers put together. This is just a classic illustratio 
of the abuse. 


USE OF LIST ACCREDITING AGENCIES 


Mr. Fernanpez. Mr. McGrath, after you have made the investiga- 
tions and studies which are clearly required by this act, in the pro- 
vision for utilization of your office by the Veterans’ Administration— 
when they have been made and the list of approved schools has been 
prepared and handed down as the result of such studies, then the 
State and local officer may use that list without any further investiga 
tion so far as your Office and the Veterans’ Administration is con- 
cerned ¢ 

Mr. McGrartn. Yes, sir. 

Mr. Fernanvez. But they do not have to use it. Schools which are 
on the list of an approved accrediting agency cannot demand that 
they be recognized merely because they are on that list? 

Mr. McGraru. I do’ not think they have any legal right to 
recognition. 

Mr. Fernanpez. Or any other right. 

Mr. McGraru. But the States generally would recognize that a 
school which was on the list of the North Central Association in the 
Middle Northwest, for example, would be accepted from that list. 

Mr. Fernanpez. Let us speak about one which is not on one of those 
lists, but is only on your list. 

Mr. McGratn. Yes, sir. 

Mr. Fernanpez. They would not have to recognize it if they did 
not want to? 

Mr. McGrarnu. No, sir. 

Mr. Fernanvez. Merely because it is on the list. 

Mr. McGraru. There is no compulsion about this. This is a 
service to those agencies. 

Mr. Fernanpez. So that what you do insofar as the list is concerned 
is that it acts merely as a check, if backed by the Veterans’ 
Administration ? 

Mr. McGratu. That is right. 

Mr. Fernanpez. And there is in no way any compulsion to require 
the States to approve those schools? 

Mr. McGrarn. No, sir. 

Mr. Fernanvez. Now, the people of my State feel, I am sure, that 
Mr. Teague, from our nearby State of Texas, did a splendid job—both 
he and his committee—in the investigations which were carried on 
in the last 2 years. They are very well satisfied with the act and 
the manner in which it is now being administered, I can say from 
my own knowledge that we do not have now the disgraceful situa- 
tions that we had under Public Law 346. I am inclined to agree 
with Mr. McGrath and the Veterans’ Administration in the interpre- 
tation of what this law requires of them. 

Mr. Bussey. Thank you very much, Mr. McGrath. 

Mr. McGrarn. Thank you, sir. 
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PayMENTs To ScHoot Disrricrs 


WITNESSES 


B. ALDEN LILLYWHITE, ASSOCIATE DIRECTOR, FEDERALLY 
AFFECTED AREAS 

JOHN F. HUGHES, OFFICE OF EDUCATION 

D. W. McKONE, OFFICE OF EDUCATION, EXECUTIVE OFFICER 

MISS MARIE SCHUTT, BUDGET OFFICER, OFFICE OF EDUCATION 

M. A. STEPHENS, BUDGET OFFICER, FEDERAL SECURITY AGENCY 


Mr. Bussey. The committee will come to order. 

We have before us for consideration this morning a request for $24 
million for payments to school districts. We will be glad to hear you 
on this subject, Mr. Lillywhite. 


GENERAL STATEMENT 


Mr. Lintywurre. Mr. Chairman, we have no further forrhal state- 
ment to make. I will proceed to explain the program, if you wish, 
or answer questions which you might have. 

Mr. Bussey. I would appreciate it if you would give us a brief 
veneral explanation of this program since three of our members are 
serving on this subcommittee for the first time. 

Mr. Luywurre. This program was approved by the Congress in 
the fall of 1950. It is an outgrowth of the Lanham Act program that 
was put into operation during the war to provide funds for facilities 
and services in these heavy war impacted areas. 

After the Lanham Act program was discontinued, there was an ap- 
propriation each year in a small amount for operation of the schools 
in these areas that remained overcrowded. The housing was still 
there and it was nontaxable and there were large numbers of people 
staying in those areas. 

The ‘Congr ess decided after several years, since there were still these 
appropriations coming along, that they were going to take a look at 
the situation and determine just what did exist. 

There was a very intensive study made by two committees of the 
House. The House Committee on Education and Labor investigated 
the situation in the field and in Washington. After about 4 or 5 
months of looking at the situation in the field, they came back and 
spent approximately 9 months developing the concepts that went into 
this law. 

The first of the two laws which were passed providing assistance for 
the construction of school facilities in the impacted areas made 
June 30, 1952, so far as submitting applications was concerned, as 
the cutoff date. 

With reference to the maintenance and operation of schools, the law 
attempted to measure the Federal burden specifically by the number 
of federally connected children involved in the local school districts 
and pay for that burden on the basis specified in the act. 

Section 2 of the act says if a school district has had removed from 
its local tax rolls since 1939, property which equals 10 percent of the 
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assessed valuation, it is eligible for assistance and the amount of 
assistance to be paid is what that property would have yielded had it 
remained taxable. 

The second category covers children who live on, and whose parents 
are employed on, Federal property, which is nontaxable. Theo. 
retically, these families pay nothing in local tax income for the educa. 
tion of their children. 

The committee felt that the State was large enough to authorize 
taxation on these Federal properties and did not deal with the State 
financial plan at all, but would simply compensate for loss of local 
funds. The amount of payment in that category was the full cost 
of educating each child from local funds. In other words, you take 
the total cost for educating children and subtract from it what the 
State pays, and the remainder is what is financed from local funds 
Under this law Federal funds compensate each school district for that 
local cost per child. 

The second category is children who live in taxable homes and 
whose parents are employed on nontaxable Federal property, or, they 
live on taxable property—I mean they live on nontaxable property, 
but work on taxable property. The theory there is that one-half of 
the local tax income normally available to the community has been 
lost. So, the rate is one-half of that cost from local sources. The 
maximum of what you pay is by comparable school districts in the 
same State. 

Mr. Bussey. Do the parents of children that live on Federal facili- 
ties pay any per capita tax for their children to go to these local 
schools? 

Mr. Litiywurre. If they live on Federal property, of course, they 
pay nothing, unless there is a State income tax, or whatever tax 
that the State might impose. 

Mr. Busrry. I was not thinking of income taxes but rather a per 
capita tax if their children go to the local public schools. 

Mr. Littywuire. There is no tax, locally, so far as I know in any 
State in the Union where there is a per capita tax of that kind. 

The final category is what we call section 4 and it is divided into 
two parts. 

There are some communities that have no nontaxable property in- 
volved, but have had a sudden and substantial impact where they 
have a large airplane facility or airplane-manufacturing plant en- 
gaged in defense work and they hire a tremendous number of people 
and these people come in and the problem is simply too large for 
the community to digest. These people will build homes, but it takes 
2 or 3 years to get the tax income started. So the committee permitted 
payment for that group for impacts that developed from 1939 until 
the date the act was passed, which was September 30, 1950. 

That is, if an actual impact had occurred in the past, you would 
pay an amount that was necessary per pupil for that group to pro- 
vide education on the same standard which the community was pro- 
viding for its own children. 

That was reduced each year by 25 percent, so that it ended in 4 
years, because they felt by that time these people would have built 
homes and that tax income would be forthcoming. The second group 
was those where sudden and substantial impacts occurred after June 





mount of 
led had it 


e parents 
Ye Theo- 


he educa- 


authorize 
the State 
3 of local 
full Cost 
you take 
what the 
al funds 
t for that 


ymes and 
, or, they 
property, 
e-half of 
has been 
ces. The 
‘ts in the 


‘al facili- 
ese local 


irse, they 
tever tax 


her a per 


ww in any 
1d. 
ided into 


perty in- 
rere they 
plant en- 
of people 
large for 
t it takes 
yermitted 
939 until 


ou would 
p to pro- 
was pro- 


ded in 4 
ave built 
nd group 
fter June 


283 


30, 1950. Payments to this group were made on the same basis as 
J have described except that they ended in 3 years. 

There is an eligibility requirement specified for each category. The 
committee felt that if the communities did not have this many chil- 
dren, they would not have a financial burden, but if they reached the 
point of heavy enrollments, the burden would become severe and they 
would be eligible for payments. 

I might say, Mr. Chairman, that it is an extremely complicated and 
difficult law to administer. 

There are deductions for payments made on account of other Fed- 
eral property and there are quite a large number of other kind of 
payments made in very small amounts to a number of school districts. 
You determine average daily attendance, but payment is based, not 
on each child, but on the average daily attendance of these children. 
We are required to make payments in four quarterly installments each 
year. 

The first payment is made on the basis of the estimate as the appli- 
cations come in. The final payments are required to be made on final 
data after the end of the year. 

Therefore, it is impossible in the administration of this law in any 
year to know what the cost is until after the year is over and appli- 
cants have submitted final data. 

It is extremely difficult for these local school districts to find out 
what all their outstanding bills are and submit their final reports. 
It normally takes 3 months after the end of the fiscal year to get these 
final reportsin. So, we never know what the total cost of the program 
isany year until 3 months after the end of the year and we can analyze 
all the final reports that have come in by that date. 

I might say, also, that the defense program has expanded substan- 
tially each year since this act was passed and there has been an in- 
crease in the number of defense projects and the number of children, 
which has made it extremely difficult for the school districts them- 
selves to estimate how many children they would have and for this 
Office to give reliable estimates to you people. 

Mr. Sreruens. There is one more item of history for the new Mem- 
bers, which perhaps should be explained. When this act was passed, 
there were appropriations by the Congress to the Navy and Army and 
Indian Affairs. This act, in section 8, forbids that any more and put 
the whole operation in the Office of Education, except the Atomic 
Energy Commission, which does have still some matters left. 


NUMBER OF SCHOOL DISTRICTS TO PARTICIPATE 


Mr. Bussey. How many school districts are estimated to receive 
payments under the appropriation for fiscal year 1953 ? 

Mr. Littywutre, It is our best estimate at this time that there will 
be 2,300 school districts. 

The only way we have of making that estimate is to project the esti- 
mates, based on what has happened during the last 2 years, and com- 
ments made by our field representatives and by the State departments 
of education, who participate very actively in this program. 

Mr. Bussey. My impression was that this program was initiated 
as an emergency program. It seems to me that the program should 
start to taper off instead of continually growing bigger and costing 
more Federal money 


de 
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Mr. Littywuire. Well, the law stated it to be the policy of | 
United States to compensate local educational agencies for finan 
burdens imposed on them by the Federal Government, and those w 
the financial burdens which are measured as I have indicated. 

Now, the construction program, as you know, came to an end JJiine 
30, 1952. 

Mr. Bussey. When you say, “came to an end,” do you mean t 
were not permited to file any more applications? 

Mr. Littywuire. That is correct. 

Mr. Bussey. But applications were processed after June 30 if thi 
were on file as of that date? 

Mr. Littywutre. Yes, sir. You appropriated a large amount of 
money after the end of the fiscal year and we are now ‘completing a a 
large volume of construction on projects that had built up by that 
time, and it was felt that once you alloted funds to build these school 
buildings and they were built, you did not need to continue to co it 

For this program an operating budget has to be set each year and 
if a school district has a large number of children living on Federa! 
property for which it gets no tax income, it has nowhere to turn for 
funds for the education of these children. 


ORIGINAL COST OF PROGRAM 


Mr. Bussey. Originally what was the estimated cost of the pay- 
ments to school districts program ? 

Mr. Littywurre. The cost estimated for the first year was 332 
million. I had to make that estimate and present it to the committee 
considering the legislation, and, of course, they adjusted it by what 
they felt was needed. The cost estimate was approximately $32 mil- 
lion for the first year of the program. 

We had no experience to go on. We did have a questionnaire from 
six or seven hundred school districts that the House committee had 
sent out and asked what their story would be and it turned out to be 
approximately that amount of money. 

Mr. Bussey. Was there an estimate of the overall cost of the pro- 
gram when it was set up? 

Mr. Littywuire. As I recall, the estimate for construction work 
ran from $175 million to $225 million and the estimate for main- 
taining and operating the program was approximately $82 million a 
year and that is a recurr ing expense each year. 

Mr. Bussey. Well, this program has to terminate someday. We 
are not going to continue it forever. 

Mr. Littywnire. Well, that, of course, is the decision of the Con- 

gress, Mr. Chairman. It terminates in 4 years as the law now stands. 

Mr. Bussey. That would be June 1954? 

Mr. Littywuirre. Yes, sir; June 1954. There are between 25 and 
50 school districts that are composed entirely of Federal property 
and Federal reservations. The only income that these people have 
is sometimes a personal-property tax on the personal property in the 
houses, plus the State aid that they get from the State. There is no 
other way of taxing these people. In that number of school districts, 
I do not know how it is going to be possible to continue the operation 
of the schools without some help from some source. 
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PROPOSAL FOR NEW LEGISLATION 


Mr: Buper. Is not your agency now drafting new legislation on this 
subject ( 

Mr. Littywnire. We are complying with the directions which we 
have had as a result of the state of the Union message by the President. 

The President recommended an immediate extension of something 
similar to Public Law 815 to take care of the new increases in school 
enrollments that have occurred since June 30, 1952. Since these people 
could not apply for these benefits, we are making recommendations to 
do that job. 

We are also drafting amendments to Public Law 874 to make it 
permanent. It is my understanding that both the House and Senate 
in considering this program, through the conference committee, indi- 
cated that they felt we had to continue payments on some basis to 
these very severely affected school districts and that they would set 
a date of 4 years and then review the program in the light of our 
experience in order to arrive at just what necessary changes they 
would want to make. 

Mr. Bunge. In other words, your agency now is drafting legislation 
which will make this a permanent program ? 

Mr. Littywuite. The maintenance and operation program, yes, sir. 

Mr. Buper. Which state of the Union message are you referring 


to? We have had two this y year. 
President Eisenhower’s message the other day. 
Thank you, Mr, Chairman. 


Mr. LintywHite. 
Mr. Bunce. 


PAYMENTS IN WASHINGTON AREA 


Mr. Bussey. Let us take a community we all are somewhat ac- 
quainted with lke Arlington across the river, how much have they 
received under this program. 

Mr. Littywuire. Last year the entitlement for Arlington was set 
forth in the annual report and I will have to look it up for this year. 

Mr. Hueners. The total Federal payment to the school district was 
$355,000. 

Mr. Bussey. That is fiscal year 1952? 

Mr. Hugues. That is correct. 

Mr. Littywuite. The amount paid for the preceding year was 
$307,000. 

Mr. Bussey. According to your estimates what will the amount 
be for fiscal year 195: 

Mr. Littywuite. I hive no estimate for that, except to say, I think 
it will be a little bit larger for 1953, because there is an increase in 
the number of children that can be counted. 

I might say this about the areas around the District of Columbia: 
The law makes this provision in the second category. The district 
may count for entitlement only children who live with a parent 
employed on nontaxable Federal property located in the same State. 
You cannot count children whose parents are employed on Federal 
property located across State lines. 
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There are about 5,000 children, if I recall it correctly, who have 
come into the area since 1939 in the Arlington schools whose. parents 
work over here, for whom there is no payment given. There are 
about 18 places in the Nation where that problem exists. 

At Texarkana, Tex., which is located adjacent to the Texas- Arkansas 
line, the people on the Arkansas side cannot count those children whose 
parents work on the Texas side. 

Now, we have authority under the act to disapprove payments 
under certain conditions under section 4, that is, the sudden and 
substantial impact of children. We have no authority to disapprove 
payments under section 3. You have authority to disapprove pay- 
ments under section 4 if there is no financial burden imposed by these 
children, and we have disapproved these payments for Prince Georges, 


Montgomery, Arlington, and Fairfax Counties and we have the dis- 
cretion to do so. 


NEED FOR FEDERAL FUNDS 


Mr. Bussey. I am just using Arlington as an example because we 
all know a little about the conditions in this immediate area. What | 
am trying to find out is why a community like Arlington should be 

receiving payments under this act when we all know that their taxable 

property values have been increasing year after year.. With enor- 
mously increased tax potential why can’t they take care of these 
expenses? I may be all wrong in my thinking and I want you to 
correct me if I am wrong. 

Mr. Littywuire. Well, their school enrollment has increased from 
about 9,000 people in 1930 to 19,000 at present. There are 19,000 
children in the schools of Arlington at the present time. Fairfax 
County has had just about the same increase percentagewise. They 
have an increase of 2,000 to 2,500 children each year. 

Mr. Bussey. That is due to the growth of the community. 

Mr. Littywuire. That is right. 

Mr. Bussey. Why should the Federal Government give any area 
like that a dime? 

Mr. Littywuire. Primarily, the community has grown because of 
the expansion of the defense effort and the Federal agencies during 
the war. That caused the big growth. 

Mr. Bussey. Just for example, assume Washington and this entire 
community is going to continue to grow, even when the police action 
in Korea is over. Are we going to continue this subsidy program 
just because the Federal Government continues to grow in this area. 

Mr. Littywuire. Well, they are getting a very small amount on a 
comparative basis, Mr. Chairman. 

Mr. Bussey. I do not care if it is only a dime. I am not interested 
just in amounts; I am interested in principles, and, frankly, I cannot 
agree with this principle. We might as well be honest and frank with 
you. 
~ Mr. Littywurre. From the standpoint of the law, they are entitled 
to a certain amount. There are four or five hundred children at 
Fort Myer 

Mr. Bussey. We have in the Congress an Appropriations Com- 
mittee for the very purpose of determining how much of amounts 
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authorized to be appropriated should actually be appropriated. Just 
because a law authorizes a certain maximum amount does not mean 
the Congress has to appropriate that amount. 


EFFECT OF LAW ON EDUCATION OF INDIANS 


Mr. Buner. As a matter of fact, there have been some districts that 
have been materially damaged by this legislation, in addition to the 
scores and thousands that have been assisted. 

Take, for example, this provision taking away the entitlement for 
the majority of Indian children. 

| have a couple of school districts in my congressional district that 
have children who live on the Indian reservation and formerly were 
educated on the reservation. The Indian Bureau abolished those 
schools and the children were forced into the local school districts. 
Then, the Indian Service compensated the school district in much 
the same manner that is done under this law. However, that move 
took place prior to 1939. Now, these school districts find themselves in 
the position of having all these Indian children, for which they re- 
ceived no compensation, because the impact occurred prior to 1939. 

In addition, they have Atomic Energy personnel whose children 
cause a further burden. There are two school districts in my district 
that are bonded beyond the amount that the law permits them to 
bond. They have no further source of revenue and this law is going 
to force those Indian children, or the white children, out of school be- 
cause the district cannot be financed to the extent necessary to pro- 
vide them all with educational facilities. 

Mr. Littywirtte. So far as I know, this law did not have anything 
todo whatever with the Indian children. The law specifically exempt- 
ed the Indian children from payments and from inclusion in this act. 
The Johnson-O’Malley program continues. There was considerable 
discussion of that with the committee. The people in the State de- 
partments of education that handled the Indian educational program 
felt they did not want to come under this law, and the committee 
agreed to it, and they do not come into the law. 

I do not see how this law affects the Indian situation whatever. 
What happened, was a decision of the Indian Bureau to abolish the 
Indian school. 

Mr. Buper. That was prior to the impact date set forth in the law. 

Mr. Littywntire. Indians were included in the construction pro- 
gram, Public Law 815, and you are entirely right on the construction 
program. Many of these districts had no increase—that is, not much 
of an inerease in Indian children and they got no entitlement because 

‘you had to have an increase since 1939 in order to get the construction 
entitlement. You are right on that. 

Mr. Buper. But here are school districts having a very large per- 
centage of whose enrolled children live on Federal reservations, which 
cannot be taxed. And practically all the land around there is owned 
by the Federal Government. 

Mr. Lituywurte. They have gotten substantial allotments in that 
school district for construction and they have gotten some allotments 

29310—53——19 
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for maintenance and operation on account of the Atomic Energy Com. 
mission expansion in that area. 

Mr. Bupee. I may have received some misinformation concer) 
the details that bring about this situation, but I am reasonably cert: iin 
of one thing, and that is that these schools have not received nearly 
as favorable treatment from the Federal Government as have many 
less seriously affected by Federal activities. I would appreciate it if 
you would send me a letter giving me in some detail just how those 
schools can be and are being. helped by these two programs that you 
administer. 

Mr. Littywuire. We will be glad to furnish you such a letter. 

Mr. Bussey. Mr. Lillywhite. you must be familiay with the fact 
that communities all over the United States come here to W ashington 
and try to influence Federal officials to locate Federal projects in their 
district ; are you not / 

Mr. Littywuire. Well, I do not have anything to do with that, but 
I assume there is a great deal of it. 

Mr. Bussey. I know you do not, but I mean just as a matter of 
common knowledge. 

Mr, Littywuire. I assume they use every means in the world to get 
a base or Atomic Energy Commission project put in their area. 

Mr. Buspey. There has been a development in the last 20 years, in 
particular, of everyone coming here to Washington with their hands 
out to get something from the Federal Government. 

Now, somewhere along the line we will have to reverse that trend. 

I have only 1 vote out of 435 Members, but I am going to do every- 
thing possible to cut out Federal subsidy, not only in connection with 
this program, but every other program ‘where local facilities could do 
the job. That is just fundamental with me and it is not singling out 
any project of the Office of Education. 


PROVISION FOR REDUCING PAYMENTS 


Does the law make any provision for appropriations of less than 
100 percent of the entitlements? 

Mr. Littywuire. Yes; the law says if sufficient funds are not appro- 
priated to pay 100 percent of the entitlement the funds that are avail- 
able shall be prorated equally to the school districts that are eligible. 

Mr. Bussey. Has anything been done to notify these schools of the 
possibility that that might be done so they can plan accordingly / 

Mr. LittywuHirte. Yes, sir. As soon as we found out or had any 
idea of how much the expected cost would be this year and what we 
had available, we sent this letter to the school districts, specifically to 
inform them that the amount of money that was available would not 
meet the full entitlement and they should plan accordingly to take care 
of their budget without depending on this aid, and I have a copy of 
the letter. 

Mr. Bussey. I want to compliment you for taking that step. 

Mr. Littywutre. It is this paragraph right here. 

Mr. Bussey. We will place that communication of December 1, 1952, 
from the Office of Education of the Federal Security Agency in the 
hearing at this point. 

(The letter referred to is as follows:) 
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FEDERAL SECURITY AGENCY, 
OFFICE OF EDUCATION, 
Washington 25, D. C., December 1, 1952. 
\/] Applicants Under Public Lave 874 and Title II, Public Law 815: 


A large number of applicant schodl districts, local and State school officials 
and others have requested information as to the exact status of Public Law S74 
and Public Law $15 and of the appropriations available during the current 
fiscal year for these programs. In order to administer their school programs 
in the most efficient manner many school officials have asked to be informed at 
the earliest possible time within the budget year as to the amount of their entitle- 
ments under Public Law 874 that can be met from available appropriations, 
and when they may anticipate receiving payments under the act. Likewise, 
applicant districts are much interested in knowing at the earliest possible time 
whether or not they will receive allotments for construction of facilities under 
Public Law 815, Accordingly, this statement sets forth the status of these two 
laws and of the appropriations available to carry them out. 


PUBLIC LAW 874 


A total of $51,070,000 was appropriated for the fiscal year ending June 30, 
1952. It is expected that this amount will permit payment of 100 percent of 
the estimated entitlements of all eligible applicants for that year. Payments 
of 100 percent of the entitlements are now being processed as rapidly as possible 
and it is expected that all payments for the 1952 fiscal year will be completed 
by January 1, 1953. 

A total of $40,000,000 has been appropriated and is available for Public Law 
<74 for the year ending June 30, 1953. The estimated entitlements for the year 
are now about $63,000,000. Subsection 5 (c) of the act requires that when the 
funds available are insufficient to pay in full the entitlements for any given year 
the available funds shall be prorated among the eligible applicants. Therefore, 
it is necessary to prorate payments for the current fiscal year to approximately 
6) percent of the amount to which each eligible district is entitled. 

Subsection 5 (b) of the act requires that the Commissioner shall certify to 
the Secretary of the Treasury for payment the amounts due each applicant for 
each quarter of the fiscal year. The first payment for the 1953 fiscal year will 
be the amount due each applicant covering the first three quarters of the year 
prorated on the basis of 60 percent of the estimated entitlements. Payments 
will be made on this basis as rapidly as applications can be processed after 
receipt in the Washington office. Payments for the final quarter of the remaining 
amount prorated as necessary will be made for all districts as soon after the 
end of the year as the exact amount of entitlements can be determined. 

There is no indication at this time that a supplemental request for funds for 
fiscal year 1953 for payments under Public Law 874 will be entertained by the 
Bureau of the Budget or considered by the Congress. 

The 1952-53 school year is the third year Public Law 874 has been in operation. 
This law ends June 30, 1954, and allotments cannot be made for any school year 
subsequent to that date under the present provisions of the act. 


PUBLIC LAW 815 


This act was intended to pick up the backlog of school construction created 
from 1939 to July 1, 1950, by Federal activities. The law set 2 years from the 
date of passage in which school districts could make application for assistance, 
‘years in which appropriations could be obtained, and 4 years in which to com- 
plete construction. June 30, 1952, was the last date for submitting applications. 
Therefore all computations of entitlements are made as of the school year of 
application, such year ending June 30, 1951, or June 30, 1952. 

A total of $146,500,000 was appropriated for this program for the 1951 and 1952 
fiscal years. For the 1953 fiscal year $195,000,000 was appropriated, making a 
total appropriated to date of $341,500,000. Although this total amount is ap- 
proximately $100,000,000 less than the amount required to cover the entitlements 
lor construction and reimbursement projects of all eligible applicants under the 
law, it is believed to be sufficient to permit approval of construction projects 
leeded to provide minimum facilities for 91 percent of the unhoused children in 
each eligible district, considering enrollments in September 1952 in determining 
the number of unhoused children for priority purposes based on urgency of 





290 


need. It is not possible under the provisions of the act to revise or adjust enti 
ments on the basis of increased enrollments occurring since June 30, 1952 

Construction projects are being processed as rapidly as necessary field report 
and engineernig reports are received. It is expected that all funds present 
appropriated will be reserved by January 1, 1953. 

It is hoped that this explanation will answer many of the questions that hay; 
arisen regarding these programs and that school officials will understand wha 
is possible of accomplishment under the existing laws and appropriations. 

Sincerely yours, 


Eart J. MCGRATH, 
United States Commissioner of Educatio 


AMOUNT SPENT DURING WORLD WAR II 


Mr. Bussey. What was the total amount of money expended on 
this program during World War II? 

Mr. Littywurre. I had something to do with it, sir, but I do not 
know that I can give you the exact amount of money. The largest 
number of school districts to receive help in any year was about 495 
to 500, and I think it ran close to $50 million a year. 

Mr. Bussey. And we have 2,300 now? 

Mr. Litywuite. Yes, sir. 

Mr. Buner. Mr. Lillywhite, is the amount which you request here 
based upon 100 percent payment of entitlement to each district? 

Mr. Litywarre. That is correct. 

Mr. Bunper. In other words, any amount that this committee might 
see fit to reduce your request would be prorated then and the Ee 


rata reductions would take effect as set forth in your letter of Decen 
ber 1? 


Mr. Luxywuire. That is correct, and depending on just how exact 
our estimate is. 


CONSTRUCTION ON INDIAN LANDS 


Mr. Fernanpez. Mr. Lillywhite, would you mind calling my atten- 
tion to that portion of the law which prevents construction on lands 
occupied by Indians? 

Mr. Littywuirt. Yes, I would be glad to explain it, sir. The law 
does not prevent the construction of school facilities on these lands. 
The law includes Indians under its provisions, but it requires, because 
it was based on a defense impact concept, that there must be an in- 
crease in average daily attendance in the school since 1939, because 
it was assumed that there would be facilities available up to 1939. 

There has not been any increase in the Indian population, by and 
large, on Indian reservations and since there was no increase, unde! 
the provisions of the law, they could not be counted and there were 
virtually no school districts that provided education for Indians 
that received help for construction under this law. 

Mr. Fernanpez. That was a very violent assumption, because there 
are many school districts populated mainly by Indians which did 
not have schools and do not now have schools. 

On the Navaho reservation right now we have 14,000 children that 
have no schools whatever. 

Mr. Littyrwurre. That is correct. 

Mr. Fernanpvez. There are no school buildings and no school facil! 
ties of any kind. 

Mr. Littywurire. That is correct. 
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Mr. Fernanvez. The State cannot provide them because the land 
is not taxable. 

When we go into the Indian Office, as we used to in trying to de- 
velop a program of education for the children by way of special bills 
for construction with aid by the State, they say we cannot do that 
any more and that they disapprove any such bills because of Public 
Law 874. 

Mr. Luutywnuire. That is correct. 

Mr. Fernanpez. And they send us to you, Mr. Lillywhite. 

Mr. Lirtywuite. That is correct. 

It is like Mr. Budge explained. I live not very far from the Black- 
foot Reservation and I know something about it. They had a lot of 
children on the reservation that were formerly in Indian schools and 
when they abolished the schools, they went to the local school district 
and they got no money for the most of the children. 

Mr. Fernanpez. As a result of that, instead of going forward, we 
are back-sliding now. 

I appreciate the fact that the Appropriations Committee has a 
tremendous responsibility in the matter of allocation of funds, but I 
do feel that the Appropriations Committee should not, without very, 
very strong reason, lay aside the law passed by the Congress itself and 
refuse to appropriate for these laws. 

True, Mr. Lillywhite and his Office had to advise these districts 
that there is not enough appropriated for 1953, but the districts 
affected still expected that the Appropriations Committee and the 
Congress when it again resumed work this year would provide the 
necessary funds required by the statute. They have a right to look 
forward to that in making plans. 

They particulariy have a right to look forward to it when the 
President in his various speeches all over the country, not only 
promised to continue this Federal aid for education—and that is 
what it is—but to expand it. 

Could you give me the citation to the portion of the statute that 
affects the entitlement situation 4 

Mr. Littywnire. It is in the eligibility requirements. I would be 
glad to do it. Would you rather for me to send it in and not take the 
time of the committee ¢ 

Mr. Fernanvez. Just as you please. It is perfectly all right for 
you to send it to me. ; 

Mr. Littywuire. All right. 


LEGISLATIVE PROPOSALS REGARDING EDUCATIONAL FACILITIES FOR INDIANS 


Mr. Buper. Mr. Chairman, may I ask another question in line with 
what Mr. Fernandez has said? 

Mr. BusBey. Yes; go right ahead. 

Mr. Buper. In this legislation which your Office is now drafting, 
do you intend making any correction as to this obvious discrimination 
against the Indian population ? 

Mr. Littywuire. Mr. Chairman, 2 years ago when the defense 
housing and community facilities bill was passed, there appeared 
to be a very substantial defense expansion, and the agency was 
requested to submit recommendations to the Congress to take care 
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of the new defense impact, which you gentlemen did not conceive 0; 
when it was originally passed. 

In those recommendations we did make provision to take care of 
those school districts that provided school facilities for a substantia] 
number of children living on Federal property. That amendment 
never became law. 

Last year we again made recommendation to extend Public Lay 
815 and had a specific title set aside to take care of these places 
where a school agency was providing school services for a substantia] 
number of children that lived on Federal property and did not require 
un increase in the school population. That was designed specifically 
to take care of the Indian situation. . 

There are a few other places in addition to the Indians where relief 
is needed. There are some reclamation projects where there are 
two or three hundred people living, and they are in the same group, 
but by and large, it is mostly the Indian problem which we have in 
this connection. 

I will say that I think our recommendations this year will also be 
specifically adapted in part to meet the Indian problem. 

Mr. Bussey. If Mr. Lillywhite will excuse me, for the benefit of 
the new members on the committee I would like to make just a brief 
statement which Mr. Lillywhite has heard before. I would like to 
make it known to the new members that the Third Congressional 
District of Illinois, which is in Chicago, and which I have the honor 
to represent, is probably as badly affected by Federal defense activities 
as any district in the United States, but under the law we cannot get 
a dime under this program. 


Fripay, Fesruary 6, 1953. 


Scuoo, Construction, ADMINISTRATIVE Expense LimMIraTIon 


WITNESSES 
HOUSING AND HOME FINANCE AGENCY 


PERE F. SEWARD, COMMISSIONER, DIVISION OF COMMUNITY 
FACILITIES AND SPECIAL OPERATIONS 

CHARLES A. KLESIUS, CHIEF, SCHOOL CONSTRUCTION SECTION 

JOHN M. FRANTZ, DIRECTOR, BUDGET AND ORGANIZATION STAFF 

M. A. STEPHENS, BUDGET OFFICER, FEDERAL SECURITY AGENCY 


Mr. Bussey. The committee will come to order. 

We have under consideration a request to increase the limitation on 
administrative expenses for technical services under the school con- 
struction program in the Office of Education. There is now $750,000 
available for that purpose and it is requested that $1,250,000 additional 
be made available. Mr. Seward, would you give the committee an 
explanation of the request ? 
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GENERAL STATEMENT 


Mr. Sewarp. If I may, sir. 

Mr. Busbey and gentlemen of the committee, I have no prepared 
statement. You gentlemen have before you the justification for this 
language. The justification is short, but I think it is quite complete, 
and I assure you, sir, that it is completely fair and accurate. 

You are all familiar, I suppose, with this program. I might take a 
moment, if I may, sir, to touch on the highlights of the situation. 

This is a large program. Geogr aphically ‘it covers the continental 
United States, Hawaii, Alaska, and Puerto Rico. From the monetary 
standpoint, there has been $41,500,000 appropriated for it. The 
local communities have put in on the jobs to date approximately 
another $110,000,000, or a total operation of $450,000,000 at the 
prespans time. 

In 23 years’ working with these programs at the Federal level, I can 

say to you that the reception given this program, by and large, 
throughout the country is nothing but the finest. It was a real thr ill, I 
might say, to us connected with ‘the program that the President saw 
fit, in his message on the state of the Union, to comment specifically 
on this program “and recommend its continuance. 

In the early days of the program there was some criticism from 
the local school authorities because we did not see fit to assign an 
individual to each specific project to handle the thing and carry it 
through. We did not do it because we did not think it was necessary. 
We have managed to keep our head fairly well above water on this 
thing, and I think our results to date are something that we can all be 
very proud of. 

This program is growing, as you gentlemen know, in volume, all 
the time. In other words, more and more of these jobs are going under 
construction, and that is the reason we find it necessary to ask for ad- 
ditional help on it. 

In the closing days of the last Congress there was, for example, an 
additional $60,000,000 added to the funds available for this program. 
I think that was approved about the day before the Congress con- 
cluded, and there were no administrative expense funds at all pro- 
vided for that $60 million worth of work. 

We have constantly, as we have gone through this thing, stopped 
and taken stock of our operations ‘to see if there was anything we 
were doing that we could conscientiously not do, and we have pared 
the thing ‘absolutely to the bone. I think if any criticism could be 
directed at us on it, it would be that we were not checking the jobs 
closely enough. 

We run into some difficulties in connection with the program. In 
many instances these projects are located in isolated places difficult 
toget to. That does not make it any easier. 

Another thing that has to be remembered is that inany of these 
school districts were, up until a short time ago, rather small. The 
president of the school board is frequently the filling-station man or 
the grocery-store man, or something of that kind. They have, almost 
over might, been plummeted into a situation where their school facili- 
ties have expanded tremendously. Many of them are not familiar 
with building operations, are not familiar with Government contracts, 
and so forth and soon. We have more or less had to hold their hands 





in some cases to help them through those periods. Not infrequent 
the school records have been kept on the back of a paper bag and put 
behind the clock. But by and large the program has gone along and 
is going along, I think, in beautiful shape. 

I think I would be a little unfair, maybe, if I did not comment for 
just a moment on the cooperation we have had from the builders— 
the contractors themselves. In the normal operation of building a 
school, a contractor goes in and gets in his footings and his founda. 
tions, comes up with his walls, gets his building up, and then takes 
section by section and goes through. I have been on many, many of 
those jobs myself personally, and these facilities are so badly needed 
that the contractors, without. exception, have been good enough to let 
the school operate in a segment of the building as soon as they could 
get it out of the weather. I think it is a real credit to the construction 
industry that they have taken that attitude. 

As I say, we have had some difficulties, and will continue to have 
difficulties. That always happens in a program of this magnitude. 
But by and large it is moving along well, and I think everybody is 
happy with the results. 

The reason we are here is because of the tremendous increase in 
workload and the need for additional help. That, generally, is the 
situation. I will be very glad to undertake to answer any questions. 

Mr. Bussey. I am glad to know that a few other people have head 
aches besides Members of Congress. 

Mr. Sewarp. I believe I discussed one of our headaches with you 
not long ago on one of these jobs. Incidentally, I am going to 
Chicago Sunday night to try to straighten it out. 

Mr. Bussey. What you are asking for in your request before the 
committee today is an increase in the limitation for technical services / 

Mr. Sewarp. Yes, sir, a change of language. 

Mr. Bussey. From $750,000 to $2,000,000? 

Mr. Sewarp. Yes, which will complete the program as we see it 
now, sir. 

Mr. Bussey. There is no request for any increase in total funds? 

Mr. Sewarp. No, sir. 


BREAKDOWN OF EXPENSES BY YEAR 


Mr. Bussey. We will put in the record at this point the table on 
page 22, which shows the expenses of this program to date and pro- 
jected through 1955. 

Mr. Sewarp. Yes, sir. That is when the thing will finally wind up. 

(The table is as follows :) 


Previously 
Expenses made avail- 
able 


Included it 
this request 





Actual 1951... ‘ 14 357 $115, 0n0 
Actual 1952... ‘ . ppatesiad<ien’ » f 535, 566 533, 823 
Estimate 1953 3 oan 7 Karte 894 000 | 

Estimate 1954__- stb Lwed 12.3 937, 

Estimate 1955 Sian » wi nana 123, § 

Terminal leave ‘ t 2 45, 000 


Total____- : _...------.-.-| 2,649,923 | ‘1,398, $23 
| | 
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TIME NECESSARY TO COMPLETE PROGRAM 


Mr. Bussey. Now, the last construction funds for this program were 
made available in July 1952, I believe. 

Mr. Sewarp. That is right, sir. I think that is right. 

Mr. STEPHENS. For this fiscal year, Mr. Chairman. 

Mr. Bussey. You are estimating a cost of $123,500 for the year be- 
sinning July 1, 1954? 

Mr. Sewaro. Yes, sir. 

Mr. Bussey. If there is such an urgent need for these sc ‘thools, should 
not they all be completed in 2 years? 

Mr. Sewarp. Yes, sir. Mr. Busbey, in connection with that—after 
a school district makes its application for entitlement and is advised 
by the Office of Education that under the act they are entitled to so 
much money, the problem then begins of determining how they can 
best utilize those funds, whether it might be in 1 building at 1 loca 
tion, or 2 buildings at 2 locations, or something else. The programing 
of it at that stage has to be worked out. Then they come in with 
project, a specific project. That is in turn approved by the Office 
of Education, and after that is done, sir, then all of the detailed 
plans and specifications have to be prepared; the bids have to be 
advertised ; and contracts have to be entered into. 

Not infrequently the school district has to hold a bond election to 
provide its share of the funds, and so forth. These jobs, by and large, 
will run about a year under construction—that is, from the time the 
contract is awarded until the building is completed, it will take on 
an average about a year. There are exceptions to that, of course. 
The smaller jobs take not quite so long, and the larger jobs take a 
little longer. Then after a building is completed structurally, you 
have your final reports and final accounting, and so forth and so on. 
That is why it runs over a considerable period of time. 


EXAMPLES OF NEED FOR ACTIVITY 


Mr. Bussey. Could you cite to the committee some specific examples 
of where these inspections and other technical services have really 
prevented waste of the construction money that has been appro- 


priated ? 

Mr. Sewarp. Yes, Mr. Busbey. For instance, in the revision of 
the plans—after the project has been approved, quite frequently we 
find it necessary to tell the school board that the plans should be 
revised. They may be too ornate, too fancy, too grand—above the 
minimum facilities which the act intends—and we have to work with 
them to cut down. 

For instance, we had one very recently where the architect had 
provided an elevator in it. We just did not think an elevator was 
necessary in a two-story school building. We got that taken out. 

Structurally we do not have too much trouble—from the standpoint 
of strength of the building and its design. The architects, by and 
large, do a good job on that. But there is some tendency to overde- 
sign these things, to bring into the picture things that are not es- 
sential; and to conserve the Federal funds and make them go as far 
as possible, we have quite a job in holding down the design of the 
buildings to what are actually minimum school facilities. 
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EMPLOYMENT BY ORGANIZATIONAL UNIT 
Mr. Bussey. We will put the table on page 25 in the hearings 


this point. 
(The table is as follows: ) 


Administrative school construction by organization unit 


1952 1953 
Organizat'on unit a 
Posi- Man- Posi- Man- 
tions years tions years 


Division of Law : 6 : 1.7 

Division of Community Facilities and Special Opera- | 
tions : .2 7 

Division of Field Coordination 5 


Division of Administration 
Budget and organization 
Finance and accounts 
Personnel 


Subtotal administrative staff services 
General services 
Audit 


Total central office 


Field 
Regional representatives 
Regional counsel 
Administrative ( | 18 d 
Engineering 38. 4 | 92 64. 
Financial analysis and control - S 7 6.6 


Subtotal field 67 56.0 | 117 | 97. 


130. 0 136 135 
Total personal services $491, 734 $798, 000 $837, 500 
Other objects of expense 43, $32 } 96, 000 | 100, 000 





Total staff 93 | 81.0 145 |! 


Total, other administrative expenses 535, 566 894, 000 





METHOD OF CHARGING EMPLOYEES’ TIME 


Mr. Bussey. Are the employees that are charged to this appropria- 
tion assigned to work full time on school construction / 

Mr. Sewarp. No, sir. In our operations, Mr. Busbey, we have a 
number of programs for which we are responsible. The school pro- 
gram is one of several. There are some people that are assigned com- 
pletely to this school-construction program ; others we use as the occa- 
sion demands, sir. 

This table on page 25, to which you have just referred, sir, is based 
on that sort of operation. If it were simply a case where we were 
doing nothing but this school-construction program, our request would 
of necessity have to be much larger, sir. 

Mr. Bussey. What accounting procedures do you use with regard 
to these part-time employees to be sure that some of this appropriation 
is not being used to subsidize other activities ? 

Mr. Sewarp. Mr. Frantz, do you want to answer that? 

Mr. Frantz. Yes. We have about 10 or 11 programs in the Office 
of the Administrator, Mr. Busbey. We havea system of distributing 
expenses to those programs which we developed with the Bureau of 
the Budget and the General Accounting Office, and which has been 
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inspected by them and is considered accurate as to cost and usage of 
the funds. It stops short of a detailed cost-accounting system, be- 
cause we have not felt that the slight additional accuracy that a de- 
tailed cost-accounting system might give would be worth the very 
considerable additional cost. However, in the field, where the bulk 
of the accounting is performed, the engineers who work on this and 
other programs Tein daily records of their actual time, and those 
records are carried into the books and accounts. There are formal 
accounts which distribute all our expenses to our various activities, 
and those are subject to audit by our own internal auditors and by 
the General Accounting Office. I believe it is as accurate as we can 
make it without excessive cost. 


PROPORTION OF ENGINEERING PERSONNEL TO TOTAL 


Mr. Bussey. In connection with the table we have just put in the 
record, I was intrigued by the fact that your engineering cost is less 
than one-half of the total cost of this program. It seems to me that 
engineering is the most important part and should consume a larger 
proportion of the expenses. I may be wrong, but I would certainly 
like an explanation of why it is necessary to spend so much on these 
other items. 

Mr. Frantz. Perhaps, Mr. Busbey, the easiest way to do that would 
e to describe each item briefly. 

Mr. Bussey. I think that would be a very good approach to it. 


REGIONAL REPRESENTATIVES 


Mr. Frantz. The first line is headed “Regional Representatives.” 
That terms applies to the heads of our regional offices. Instead of 
regional directors, we call them regional representatives. As Mr. 
Seward indicated, this is a proportional share of the cost of those 
offices, based on an equitable division or proportion of the workload 
carried by the regional representative, in terms of supervision of 
the office, representatives of the public he has to meet, and so on. 

I would lke to explain that, where we charge a portion of an office 
of this kind to this fund, we do not duplicate it in our other budget. 
That is deducted from our regular budget request. There is no 
duplication of funds involved here. 


LEGAL COUNSEL 


We have an attorney in each regional office, and a secretary. Those 
attorneys, in connection with the school-construction program, examine 
the legal powers of the school district to carry out the project; the 
validity of their control of the land on which they propose to build; 
the contract documents, including the contract itself and the specifi- 
cations; the legal validity of advertising the award procedure; 


_the legal problems of change orders; and adjustments to contractors 


and claims and disputes arising in the course of construction. I think 
those are the main items. 

Mr. Bussey. How many regional offices do you have ? 

Mr. Frantz. Seven. 

Mr. Bussey. And you feel you need an attorney in each of those 
offices full time 4 
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Mr. Frantz. Yes, sir. We have a full-time workload for an attoy. 
ney in each of those offices. I question whether we would if we had 
only this program. I do not mean we need one attorney in each 
office just for the school-construction program, but they also handle 
our operations under Public Law 139 and a number of other activities 
in the field. There is a good deal of legal work in connection with 
making loans to colleges and other institutions of higher learning for 
dormitory housing—but none of that, of course, is charged to this 
fund. 

Mr. Bussey. How about the other items? 


FIELD ADMINISTRATION 


Mr. Frantz. “Administrative” is the next item. We have a small 
administrative group in each regional office which maintains the 
accounts and handles local space, Office services, and personnel oper- 
ations of various kinds. The amount charged to this program j 
arrived at in two bites. 

Certain peonle keep direct books and accounts on Federal projects 
built by the Government rather than by grants—that is, under sec- 
tions 203 and 204 of Public Law 815. The remainder of the “Admin- 
istrative” item is allocated to this account in the same ratio as the 
professional cost. There is no way to tell, for example, whether a 
messenger is serving one program or another. His salary is simply 
split up on the same basis as the professional cost. 

Mr. Bussey. How about the engineering staff? 


ENGINEERING 


Mr. Sewarp. The engineering staff, of course, is in this activity 
almost from the inception. The first thing is the examination of the 
site on which the school district proposes to build the school building. 
We advise them whether or not we think that is a good site from 
an engineering standpoint. We do not undertake to dictate where 
the school is to be built, but after the school district has selected a 
site we will confer with them and tell them whether we think it is 
a good site or not. Many times they will call us in and say they 
have two or more sites under consideration, and ask which we think 
will work out the best. We give them whatever help we can on that. 

Then they go into the design of the building itself. After that 
plans are drawn and the specifications are worked up, and we go 
over them very carefully for conformity with the law and with good 
building practice. 

As I say, our principal difficuty has been in cutting them back to 
something less ornate in many instances, and something within the 
requirements of the act that only minimum school facilities be 
provided. 

Then, when the bids are advertised and the bids are taken, we have 
our representative at the opening of the bids. We check the tabula- 
tions; we concur in the award to the low bidder; and, of course, there 
are some cases where difficulty arises there. 

Then, after the contractor gets started, we make periodic inspec- 
tions of the work to make sure it is being done in accordance with 
plans and specifications and that the materials and workmanship 
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are of the quality they should be. We certify payments to the con- 
tractor, on through to the final inspection of the job, final acceptance, 
and final payment. 

These schools are scattered geographically all over the country. 
In many areas there are projects that are close together. In many 
other instances they are widely separated. In the State of New 
Mexico, for example, we have a great volume of work on this pro- 
scram. It is a long way from Espanola to Almagordo, for instance, 
and it is a terrific task to keep up with these things. 

Mr. Fernanvez. Four hundred miles. 

Mr. Sewarp. I do not know how long, but it is a long way. 


FINANCIAL ANALYSIS AND CONTROL 


Mr. Bussey. What about this last item, financial analysis and 
control ¢ 

Mr. Sewarp. That very largely involves these cases where the school 
district is providing funds of its own in connection with the project, 
where the funds of the school district plus the funds of the Federal 
Government finance the facility.. In many instances it is necessary 
for the school district to hold a bond election, and so forth and so 
on, in order to be in a position to provide those funds. Our people 
in the financial end of it in the field advise with them and help them: 
in this thing. 

When an application comes in where the project is going to cost, 
say, $1 million, and the Federal funds are $700,000 and the local 
school district $300,000, we have to go into that ahead of time to make 
sure they have the bonding capacity and can vote the bonds, and so 
forth, before we go too far. A lot of that type of work is necessary 
in the handling of this program. 

Mr. Bussey. What have you to say to satisfy my mind that you are 
not topheavy in administrative and legal personnel as compared 
to engineering ? 

Mr. Sewarp. Well, Mr. Busbey, in the field for 1953, for instance, 
out of 98 fieldman-years, 64 of them are engineering. That is roughly 
two-thirds of it. Of course, sir, these accounts have to be kept. 

There is a very large program on so-called sections 204 and 203 
projects. The section 203 projects are the temporary facilities that 
we find necessary to be constructed in areas like the Savannah River 
in South Carolina. We built 18 temporary schools in there. Then 
we have them in Kentucky in the atomic-energy area, and others 
scattered around the country. 

Then there is a considerable amount of work in connection with 
section 204 projects, which are school facilities built on Federal reser- 
vations where there is no local school district involved at all. In 
those the complete responsibility rests with our agency. We employ, 
under contract, the architects to draw the plans; we have to handle 
all the accounting, all the financing, all the payments, all the legal 
work in connection with it, and so forth, and that is a very sizable 
portion of this program. 


WASHINGTON OFFICE 


Mr. Bussey. In addition to the field offices, you have personnel in 


That is where this Division of Administration is 


Washington ¢ 
located ? 





Mr. Frantz. That is correct. 

Mr. Sewarp. Yes, sir. 

Mr. Bussey. I see the number of man-years have jumped from 7.3 
in 1952 up to 10.9 in 1943. 

Mr. Sewarp. That is simply because of the additional number of 
projects getting under way. 

Mr. Bussey. In other words, if you did not have so many projects 
you would not need so much personnel ¢ ? 

Mr. Sewarp. That is what it comes to, exactly, sir. 

Mr. Sreruens. In connection with 1952 and 1953, in 1952 there 
were not very many projects actually under construction. That was 
when we first got going. It will be much greater as time progresses, 

Mr. Franrz. I would like to expand on one point, if I may, sir, 
and that is that in preparing and giving the Congress the regular 
budget, we have assumed that part of the general overhead costs of 
the office would come from these funds. Again let me refer, for 
example, to regional representatives. We have a little less than one- 
third of the cost of the regional representatives and secretaries in 
this estimate. So that if the funds-provided from this source were 
only to cover the direct operating costs of engineering, it would 
amount to a very serious cut and disruption to the programs for which 
the office has a statutory responsibility. 

In addition, I think this method of handling it gives a truer picture 
to the Congress of the cost of this program, because otherwise it would 
appear that all the routine work of administration and accounting 
for this program did not cost anything, which is not true. 

Mr. Bussey. What is included in the item “General services” ? 

Mr. Frantz. That includes all of the routine administrative serv- 
ices—files, records, procurement, mail, messengers, telephone, travel. 


TOTAL ENGINEERING STAFF OF AGENCY 


Mr. Buper. Mr. Seward, what is your total engineering staff? 

Mr. Sewarp. Our total engineering staff in the field is at present 
115 positions. 

Mr. Frantz. That includes professional and clerical. 


PORTION CHARGED TO SCHOOL CONSTRUCTION 


Mr. Buper. As I understand it, you are charging 92 engineering 
positions against this program in your 1953 estimates. 

Mr. Sewarp. No, sir; 64. 

Mr. Buper. That is man-years. 

Mr. Sewarp. I beg your pardon. That is right, sir. But the figure 
that I gave you was just what it is now, 115 people. 

Mr. Franvz. It is a little difficult to arrive at a method of explain- 
ing our situation clearly, because we have a single staff involved in a 
number of programs. We have 115 professional and clerical people 
presently on the payroll in engineering branches. We estimate in 
1953, as shown on page 25, that 92 positions are directly associated with 
the school program, ‘and among those 92 positions, approximately 64 
man-years of time and cost w ill be involved. 

Mr. Buner. I appreciate you have many calls for engineers for 
activities other than this program, and I am wondering if that is not 
a heavy load against this appropriation ? 
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Mr. SrepuEeNns. Ninety-two engineering men will be involved, but 
the amount charged to this appropri: ition is the number of man- years. 
Sixty-four man-years would be the cost, and not the cost of 92 
sitions. 

Mr. Buper. All right. What is the total man-years in the Housing 
and Home Finance Agency for engineering? 

Mr. Frantz. I do not think I have that figure with me. 

Mr. Buper. Can you tell me what percentage is charged to this pro- 
cram? If you cannot be accurate on it, could that be furnished for 
the record ? 

Mr. Frantz. Yes, sir. 

Mr. Sewarp. I would rather do that than make a guess at it. 

(The information requested is as follows :) 


The exact ratio of time distribution charged to the school-construction program 
by personnel of the regional engineering branches cannot be provided in the time 
available, because the basic time-distribution records are maintained in the 
regional offices. Regular reports to the central office are in terms of distribu- 
tion of expenses by activities, rather than distribution of staff time by organi- 
zation units. However, the ratio can be approximated closely enough for all 
practical purposes from information available in Washington. 

For the first 7 months of this fiscal year professional and clerical employment 
in the regional engineering branches averaged 112. Of this total, it is estimated 
that 54, or 48 percent, have been charged to activities covered by the limitation 
on school-construction funds before the committee. 

It should be noted that this is not an excessive proportionate charge, in view 
of the very large workload represented by the school program. In fact, as is 
mentioned in the foregoing testimony, it has been necessary to'review all proce- 
dures and requirements in connection with this program and to reduce and 
simplify them as much as possible in order to keep work reasonably current 
within available funds and staff. 


Mr. Frantz. This is much the largest of the engineering activities 
that we have in the field, and that is particularly so during the months 
of this fiscal year to date, because in the first 2 months after July 1 
we received over 500 new project assignments from the Office of 
Education. 

Mr. Buper. You do not employ engineers for small reclamation 
projects and things of that kind? 


Mr. Sewarp. No, sir. Our engineers are limited to the programs 
we now have, which are principally involved in the construction of 
community facilities under the Defense Housing and Community 
Facilities Act. That involves principally water and sewer facilities 
in places that have been so hard hit by increases in the population. 
That and the school program represent in the main our engineering 
activities in the field, plus the work that we have to do in the college 
housing program heretofore referred to, where dormitories are built 
on a loan basis. 

Mr. Bupeér. Mr. Chairman, it seems to me we will have to carry this 
liaison one step further and have liaison between the subcommittees 
of the Appropriations Committee. Yesterday the Office of Education 
testified they had some 200 people doing work for other agencies. | 
gathered that that work was being done primarily for the State De- 
partment. Here we find the Housing and Home Finance Agency has 
145 people to perform functions for the Office of Education. I do 
not see how this committee can intelligently act on these things. We 
will have to consolidate to tell what the functions of the different 
agencies actually are. 
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Mr. Bussey. We are mopar under the new administration sone 
of that can be accomplishe 


PERIOD OF AUTHORIZATION OF EXPENDITURES 


Mr. Fernanpvez. I am a new member of the committee, and I would 
like to inquire where the $750,000 limitation was placed that you 
now request the committee to increase. 

Mr. Franvrz. It is in the Labor-Federal Security Appropriation 
Act for 1953. 

Mr. Frernanpez. Was that $750,000 arrived at on the basis that the 
$750,000 would be expended during the fiscal year 1953? 

Mr. Frantz. Yes, sir. 

Mr. Fernanpbez. You are asking that it be increased to $2,000,000, 
which, as I understand your figures on page 22, contemplates a) 
authorization for you to expend the $2,000,000 over a period of several 
years. Only $144,000 of this will be expended in fiscal 1953? 

Mr. Frantz. That is correct, sir. 

Mr. Frernanvez. In line with the obvious intent of the committee 
originally, would it not be proper for us to increase it only to the 
amount that would be required to take care of 1953? 

Mr. Frantz. It certainly would be your privilege to do that if you 
think it is desirable. The Bureau of the Budget, in considering this 
item, felt that since it was a construction program, it would not neces 
sarily work itself out on a fiscal year deadline, and that the committee 
might desire to approve an item now and say, “Finish the program 
with this.” We have made our estimate on that basis, indicating how 
much we think will be spent in each period of time. 

Mr. Fernanpvez. The difficulty in that is, we would now be planning 
for 3 years ahead, whereas if it were taken up at the beginning of each 
fiscal year, you would have a better bacniledae of what you would 
require for the following year, I should think. 

Mr. Frantz. Presumably you would want at this time to approve 
the amounts for 1953 and 1954, and if you do that, you have almost 
covered it, because the residual amount for 1955 is quite small. There 
is no reason why the procedure you suggest could not be followed, sir. 

Mr. Steruens. There is one thing I think should get into the record. 
Section 209 specifically provides that— 

In carrying out his functions under this title, the Commissioner of Education 
may utilize the facilities and services of any Federal department or agency and 
may delegate the performance of any of his functions to any officer or employee 
of any Federal department or agency. 

Mr. Buper. We understand that. 

Mr. Steruens. When this program started the money went in the 
Office of Education and was transferred to the Housing and Home 
Finance Agency. But this cost is definitely a part of the construction 
and not administration in Washington, so we were allowed to take 
Housing and Home Finance Agency expense from the grant money, 
and since that time a limit has been placed on the amount of that fund 
that could be used for engineering. 

Mr. Buner. Yesterday the testimony was there were 428 people in 
the Office of Education charged to the Office of Education. In addi- 
tion, some 200 people were charged to other agencies. I understand the 
basic law under which this program is operating, but it becomes a 
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rather difficult task for the subcommittee of the Appropriations Com- 
mittee to get a clear picture of just what each agency is doing when 
those 200 people do not show in your budget request. 

Mr. Sreruens. That is right. Our civil-service reports get people 
confused on that. 

Mr. Buper. I think our legislative committees will have to reex- 
amine some of these programs to see if we cannot devise some system 
whereby the Appropriations Committee can get a better picture. I 
thought yesterday there were 428 employees in the Office of Educa- 
tion. It now appears there are an additional 200 that do not show 
in their budget. 

Mr. Bussey. If there are no additional questions, thank you, gentle- 
men. 


Fray, Fesruary 6, 1953. 
PUBLIC HEALTH SERVICE 


WITNESSES 


DR. G. HALSEY HUNT, ASSISTANT SURGEON GENERAL, ASSOCIATE 
CHIEF, BUREAU OF MEDICAL SERVICES 

RICHARD R. RANNEY, DIVISION OF HOSPITALS 

JAMES R. SHAW, CHIEF, DIVISION OF HOSPITALS 

M. A. STEPHENS, BUDGET OFFICER, FEDERAL SECURITY AGENCY 


Hosrrrats AND Mepicat CARE 


Mr. Bussey. The committee will come to order. 

We have before us this afternoon a supplemental request for 
$642,000 for “Hospitals and medical care”, an appropriation under the 
Public Health Service. I note that this "request has been revised to 
$586,000 since it was sent to Congress about a month ago. I presume, 
Dr. Hunt, you are prepared to speak in behalf of this request. 

Dr. Hunt. Yes, sir. 

Mr. Bussey. Please proceed. 


GENERAL STATEMENT 


Dr. Hunt. Thank you, sir. 

I would like to set the scene briefly in a few words, if I may, and 
give = a little bit of the background. 

Public Law 411 of the 82d Congress was approved June 25, 1952. 
This amended the Public Health Service Act by adding the following 
sentence : 


When so provided in appropriations available for any fiscal year for the 
maintenance of hospitals of the Service, the Surgeon General is authorized and 
directed to make payments to the Board of Health of the Territory of Hawaii 
for the care and treatment in its facilities of persons afflicted with leprosy at 
a per diem rate, determined from time to time by the Surgeon General, which 
shall, subject to the availability of appropriations, be approximately equal to 
the per diem operating costs per patient of such facilities, except that such per 
diem rate shall not be greater than the comparable per diem operating costs per 
patient at the National Leprosarium, Carville, La. 


29310—53——20 
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That is the end of the quotation from the act. 

Immediately following the passage of that act last June, we, having 
been in correspondence with one Territory of Hawaii, submitted 4 
supplemental request for the 1953 appropriation. 

This committee took the request under advisement and later, July 
15, 1952, the Congress passed a supplemental appropriation of $500.. 
000 to implement this law. 


SECOND CONSIDERATION OF 1953 REQUEST 


It was recognized at that time that this amount was not the full 
cost to the Territory of Hawaii for our leprosy program for fisca| 
year 1953, and it was our understanding that following the election 
and convening of the Eighty-third Congress, further attention would 
be paid to this matter. We are before you today to ask for $586,000, 
in addition to the $500,000 already appropriated 

Mr. Bussey. Now, may I interrupt you right there? 

Where did you get the information that Congress was going to look 
at this a again at the beginning of the Kighty third C ongress / 

Dr. Hunt. That was our understanding, Mr. Chairman; there was 
nothing offic ial. 

Mr. Bussey. From where did you get such information ? 

Dr. Hunr. I cannot say where it came from. 

Mr. Bussey. I do not know of any such understanding. I have 
not heard of any such idea and I just wanted to find out if some 
commitment had been made that I had missed. 

Dr. Hunt. It may have been within our own hopes that since this 
was not the full amount needed for the Territory of Hawaii for the 
year the new Congress would take another look at it. No one is com 
mitted to anything. 

Mr. SrerHens. I may have been partly responsible for that. | 
talked to, I think, a part of the subcommittee and remember that 
item. It was at a time when they were in a hurry to get through 
and our estimate was late and they felt that the amount which they 
appropriated would carry us through for a couple of quarters. At 
that time we had not made the studies at Hawaii and did not have 
the most recent and definite figures and it was pretty difficult for 
Congress to say, “You do need so much, so here is a part of it.” That 
is the way we understood it. 

Mr. Bussey. I will grant it was very difficult to determine how 
much they needed for the program, but I do not recall any discussion 
in the committee about considering this item again, and I think I 
sat in on all the sessions, including the mark-up. It startled me a 
little to know that there was any impression like that. 

Mr. Sreruens. There certainly was not a commitment that they 
would come through with the rest of the money. 

In the last days of June and July, the justifications probably were 
not as definite and the figures were not as well known as they are now. 

Dr. Hunt. All I meant to imply, Mr. Chairman, was that we under- 
stood last summer we would have the opportunity that we are now 
having to present the case to your committee again during the fiscal 
year. 

Mr. Fernanpez. You always have that right. 

Dr. Hunt. Yes, sir. 
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Mr. Bussey. We have no objection to that; otherwise, you would 
not have been here today. 

Dr. Hunt. That was what I meant to imply. 

Mr. Bussey. I just did not want any erroneous idea to be left in 
the record that might imply to some of the Members, when they read 
these hearings, that we more or less obligated ourselves to consider 
this a second time. As a matter of fact the $500,000 that was appro- 
priated was put in the bill by the full committee. The subcommittee,. 
itself, did not recommend anything. 

MreBuper. I might add, that is clear from last year’s hearings that 
there was no indication of desire to reconsider this request. 

Dr. Hunt. I am sorry if I implied any commitment. I certainly 
did not mean to. 

Mr. Bussey. Please go head with your statement. 


ESTABLISHMENT OF PER DIEM RATE 


Dr. Hunt. During the summer, the Surgeon General asked Mr. 
Stephens to visit Hawaii and look into the facilities which they were 
operating and make a recommendation to him concerning the per diem 
rate which should be set for the current fiscal year. 

The amendment to the law provides that the per diem rate shall 
be determined from time to time by the Surgeon General. 

Following Mr. Stephens’ visit, and following considerable cor- 
respondence and the submission by the Territory of Hawaii of their 
operating figures—the patient load, the operating costs and so on— 
the Surgeon General set a per diem rate of $9.26 a day. 

There has been paid to the Territory of Hawaii for first quarter 
operations an amount equivalent to $9.26 a day times the number of 
patient-days they had in the period of July to September. 

They have submitted a voucher, I believe, for the second quarter 
operations and the $500,000 which has been appropriated will be in- 
sufficient to pay the full amount for that second quarter operations. 

What we are asking for today is consideration of the request for an 
additional $586,000, which will provide a total for the year of 
$1,086,000. 

This, as far as we can determine now, would approximately cover the 
operating costs sustained by the Territory of Hawaii for our leprosy 
program for the current fiscal year. 

That, I think, is our statement, Mr. Chairman. We would be glad 
to answer any questions which you may have. 

Mr. Bussey. How does this figure of $9.26 per diem cost in Hawaii 
compare with the per diem cost at Carville ? 

Dr. Hunt. The per diem cost at Carville at the present time is just 
under $11 a day. It is $10.97 per day. 

Mr. Bussey. $10.97 a day against $9.26? 

Dr. Hunt. Yes, sir. 

Mr. Bussey. I do not have any specific information on what costs 
would run over in Hawaii, but my general impression would be that 
there should be a larger differential than $1.71 between the costs per 
patient per day in Hawaii and in the United States. 

Dr. Hunt. I do not have personal knowledge of the differences. 
Perhaps Mr. Stephens could speak to that, since he has visited 
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Mr. StepHens. The only point I can make, Mr. Chairman, in co! 
nection with the differential is this: It surprised me, and I did not 
know it until I left, that our maximum rate in this country for 
Government employees is $9 and in Hawaii the maximum rate is $11, 
based on the Bureau of the Budget studies. I found rates in the 
restaurants approximately the same as they are in Washington or 
New Orleans or St. Louis. Hotels are somewhat higher and I did noi 
gee any appreciable difference in the cost of food. 

Mr. Bussey. Are we going to compare hotel costs with hospital 
costs ? . 

Mr. SrerueEns. No, sir, but I was saying in the comparison between 
the United States—the mainland—and Hawaii there is a $2 differ. 
ential, based on studies by the Bureau of the Budget, which indicated 
should be allowed to the average per diem traveler who goes out 
there. 


FACTOR CONSIDERED IN DETERMINING RATE 


Mr. Bussey. What were the various factors taken into consideration 
in arriving at the $9.26? 

Mr. Steruens. Every factor of hospital operation. The same fac 
tors used in all our marine hospitals and in veterans hospitals. The 
cost of the food, supplies, laundry, equipment, salaries, drugs, and so 
forth. 

Mr. Bussey. How about the cost of the building ? 

Mr. Sreruens. There is no building cost included. 

Dr. Hunt. No capital costs. 

Mr. Srepuens. I thought there should be one $25,000 item included 
from a humanitarian standpoint because it would have made a better 
arrangement, but that was discarded by the Surgeon General. So. 
there is no capital investment in here. 

Mr. Bussey. There is no capital cost in the $10.97 figure? 

Mr. Strepruens. That is right. 

Dr. Hunt. Those are comparable figures. 


TREND IN INCIDENCE OF LEPROSY 


Mr. Bussey. What did you find out with regard to the patient load 
in the hospitals? Is it increasing or decreasing ? 

Mr. SrerHens. It is decreasing. I have a report which I made to 
the Surgeon General which shows that the patient load over the past 
few years is decreasing at an encouraging rate and we are enthusi- 
astic about the way they are handling it. 

The situation is now being handled in much the same way as measles 
and mumps and appendicitis. You go to the hospital and get a treat- 
ment for a week and you are sent home, but it will take a generation 
for those who are seriously afflicted to effect a cure. But at the moment 
every year has shown a steady decline in spite of the fact that thev 
have a much greater percentage load of these cases than in this country. 

I found that the general practitioner and those in the public health 
departments out there are able to detect leprosy very much quicker 
than I think we would in the United States. If a rash comes on the 
hands or the chest or buttocks, these doctors make an analysis and 
get a laboratory test right quick, and the patient is hospitalized or 
treated. The average doctor, I am told here, has difficulty in distin- 
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guishing between tubercle bacilli and leprosy bacilli. In Hawaii they 

can start treating them earlier because they can make that distinction 
earlier and the person may never become a hospital patient. They 
keep right on working in the sugarcane fields, the pineapple fields, in 
the plants, and as truck drivers, taxi drivers, and so forth. They do 
not get so far as to become a ward of anyone because of this early 
detection and the use of this new sulfone drug. They are using essen- 
tially the same treatment as is used at Carville, including the ‘sulfone 
drug. In fact, they have stayed pretty close to Carville in their 
study of this disease. Dr. Johansen has been out there 2 or 3 times 
and they are using the most modern drugs which have been used on a 
verv wide scale by local doctors. 

I think you would find, if one of us had marked signs of leprosy, 
everyone in town would want to get us out of here and get us to Car- 
ville. Out there they do not feel about it as we do. They have learned 
if it can be detected in the first stages, they can be treated by their 
own local doctor or by the county. public health doctor. If it is 
found that you have the disease, you have to take this sulfone every 
\0 days or periodically and you had better be there and get it, or they 
will send you off where they will see you are treated. They are pr etty 
rigid in the enforcement of the treatment. As a result, in my opinion, 
in another generation, I do not think there will be any leprosy hos- 
pitals in Hawaii. That is my feeling just from studying the situa- 
tion. The doctors may not agree with me. 

Dr. Hunr. In substantiation of that, Mr. Chairman, I made known 
these two figures, which are from Mr. Stephens’ report, to the Surgeon 
General. These are the numbers of active and temporary releases of 
Hansen’s disease patients. In other words, those under treatment, but 
not in hospitais. 

In 1929 the number was 758 and in 1949 the number was 494. There 
has been a reduction of one-third during those intervening years. 

Mr. Bussey. What are the figures for 1951? 

Dr. Hunr. The last figures in this total are for 1949. 

Mr. SreruHens. I have a figure as of March 31, 1950, which is the 
latest figure I have here, and that is 330 in the hospital—in the 2 main 
hospitals, 1 on Oahu and 1 on Molokai. 

Mr. Bussey. It seems that they should have figures for 1951 by this 
time. 

Mr. Strernens. They have figures in their total voucher. The 
voucher has to have the actual patient load. 

Dr. Hunt. The total number of patients institutionalized on De- 
cember 31, 1951 was 245; the total number registered on the same day, 
December 31, 1951, was 447. That does show a drop from 494 in 
1949 to 447 at the end of 1951. 


BASIS FOR PATIENT-DAY ESTIMATES 


Mr. Bussey. On page 1 of your justification you refer to “patient- 
days,” 120,629. That is the figure as of what day or for what period 
of time ? 

Dr. Hunt. That is the estimate of the total number of patient-days 
of service that will be given by the hospitals during this current fiscal 
year. It is obtained by multiplying the average daily number in the 
hospital by 365. 
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Mr. Bussey. Have you any table that shows the patient-days by 
years ¢ 

I am trying to get figures that will show a trend so that we will not 
be using patient-days of a year ago to appropriate for the coming yea: 
if we have a declining patient-load. 

Dr. Hunr. The number of patient-days in fiscal year 1952 was 
122,188. 

Mr. Bussey. How about 1951? 

Dr. Hunt. I do not think we have 1951, sir. 

Mr. Bussey. 1949? 

Dr. Hunt. We do not have it in this form for any of the preceding 
years. We have 1952 and the estimate for 1953. 

Mr. SrepHens. Mr. Chairman, I have a great big jacket full of 
literature, and we can put those figures in the record. We can check 
every one of them clear back 10 or 15 years ago. 

Mr. Buspey. I think it would be very helpful to have that trend. 
Let us compare cows with cows, and not cows with horses. We should 
have the patient-days for the prior years, but all we seem to have are 
a lot of somewhat unrelated statistics. 

Mr. Sreruens. I can get them from 1929 through 1949. I have a 
table here in my report 

Mr. Bussey. In patient-days? 

Mr. Srepuens. No, sir; in numbers of patients by times 365, which 
would give it. 


Mr. Bussey. How are you going to ascertain if all of those patients 
stayed the full year ? 


Mr. Srernens. That would not give you the “times” 365, but these 
figures start in, say, at the Pearl City hospital. That is the hospital 
on Oahu. It starts with 177 and winds up with about 70, and in the 
Kalaupapa settlement—that is where they are shipped, down where 
Father Damien once lived. During the period of 1929-30, there were 
510 patients, and they are longtimers. They are put there just like 
they are at St. Elizabeths. In 1949 there were 243, which is just about 
a 50-percent decline from 1929 to 1949. I would be glad to put that 
in the record, but I do not have the patient-days. 

Mr. Bussey. I think you ought to put that comparative table in as 
long as you do not have the patient-days for eg years. You ought 


to calculate a comparable figure for the number of patients for fiscal 
1953. 


Leprosy patients in the treatment facilities of the Territory of Hawaii, 1942 through 
1952} 


7 dies saa 
; Number ; Number 
ns of leprosy | , ee 2 leprosy 
rr patients Cr | patients 


af | 
1942 July 1 - Fh 5 Steere nite ah ee Bid 338. ( 
1943 do 455.9 || 1950___ : a ae Dec. 31..| 329. 0) 
Mths 222 < é do__.. 442.0 || 1951..___- Pee ewe ee 326. 0) 
1945 Ao 414.9 || 1952_.___-. aseghckes--st eee | 331. ! 
1946 : do 396.0 || 1953____- E wht (?) 330. 5 
1947___. do 388.0 || 1954_.... ___. cnditcal () 330, 0 
1948 do 371.0 


The patient load from 1942 to 1952 is given as of a particular reporting day. Because of the long-term 
ns ature of leprosy care, these would approximate the average patient-load figures which are not availabl: 
in the data submitted by the ‘Territory of Hawaii. 

? Estimated average. 


Source: Reports of the Board of Health, Territory of Hawaii. 
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Mr. Sreruens. That would have to be at a given period, like De- 
cember 31. Say there are 330 in December actually in bed, it might 
be 321 in March and 315 in June. You would have to qualify that with 
a date. 

Mr. Bussey. I do not know what the committee is going to do, but 

f the committee should wish to appropriate the full amount that is 
aie ized by the enabling legislation, 1 am not satisfied that it would 
be caleulated on the basis of 120,629 patient-days. I have not seen 
any statistics to justify that figure. That is what I am trying to get 
at. How did you arrive at this number of patient-days ¢ 

Dr. Hunr. It was arrived at principally by the Territory of Hawaii. 
lt is based on an estimate of their average patient load per day during 
the current fiscal year. They then mult; ply that figure by 365 to get 
the total number of patient-days. 

That estimate for 1953 does show, as you pointed out, a drop of 
some 2,000, I believe, in patient-days between fiscal year 1952 and 
fiscal year 1953. 

Mr. Bussey. That is not a very big drop. 

Dr. Hunr. No, sir; it is not large. 

Mr. Sena. That does not appear to be as large a drop as you 
indicated had occurred in the past. 

Dr. Hunr. Yes, sir. 

Mr. Sreruens. There is a factor in this which might be considered. 
If we went back 10 or 15 years, Mr. Chairman, practically everyone 
in there just stayed until they died. Within the last 10 years they 
might have 330 patients in the hospital and all of them might come 
out in 90 days or 6 years, whereas in the old days they just stayed. 

Mr. Buper. Would the chairman yield to me? 

Mr. Bussey. Yes, sir. 

Mr. Buper. I understood you to say that there were 245 patients in 
1951; is that correct ¢ 

Mr. Sreruens. That was in one of the hospitals. You see, there 
are two. 

Mr. Buper. What was the total for the two hospitals in 1951? 

Mr. Streruens. For the two hospitals in 1951, there were 243 in the 
Kalaupapa Hospital. and on the day when this report was made, Feb- 
ruary 9, 1950, at the Pearl City Hospital there were 220 and others 
had been released and only would come back for a week out of every 
month for continuation of their treatment. 

Mr. Bussey. Could you tell me how many there were in the two 
hospitals? 

Mr. SrerueEns. Patients or patient-days in 1951? 

Mr. Bupeer. Patients. 

Mr. Sreruens. Here is a December 1952 report. You are asking 
about 1951, I believe? 

Mr. Buner. Yes, but I want both years. 

Mr. Sreruens. This is the December 1952 report: 229 in one hos- 
pital and 102 in the other, making a total of 331 as of that date, which 
was the December report. That was the average for December. 

Mr. Bussey. Will the gentleman from Idaho yield? 

Mr. Bonar. Yes, but I would like to get those two figures for 1951 
and 1952, and I hope the chairman will pursue that. 

Mr. Bussey. A quick caluculation indicates that 120,629 patient- 
days, reduced to patients, would be about 331 per day, and that is the 
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figure you gave as of December 31, 1952. If this problem is declining 
every year, I do not see why they expect they will have 331 from 
December 31, 1952, to June 30, 1953. The number of patients should 
decrease in that period somewhat. 

Mr. Srepnens. That isa fact, Mr. Chairman. You have hit a very 
important point. But I am pretty sure in these estimates we had 
more than 330 in July and August. The projection on the downward 
curve means there will not be 330 in June, but there have been more 
than that in July, August, and September, so that December is 
about the average. 

Dr. Hunt. We do have figures from the Territory of Hawaii as of 
January 15, 1953. The inpatient days for the first 6 months of fiscal 
1953 totaled 61,229. That is the actual experience for the first 6 
months of the current fiscal year. They estimate that the second 6 
months will total 60.236 patient days. 

Mr. Fernanvez. What was the first figure you gave us? 

Dr. Hunt. 61,229. That is for the first half of fiscal 1953. That 
is inpatient days, actual figures. 

Mr. Fernanpez. Two times that should give you the answer for 
the year. 

Dr. Hunt. The figure estimated for the sec ond half is slightly 
lower, 60,236. Their estimate is 121,465 for the yea1 


FINANCING OF HOSPITALS IN THE PAST 


Mr. Bussey. It is my understanding, Dr. Hunt, that up until now 
the Pevettory of Hawaii has taken care of all the expense for these 
hospitals ? 

Dr. Hunt. That is correct. 

Mr. Bussey. Of course one might raise the question of why the 
Federal Government should come into the picture at this late date, 
especially with leprosy being on the decrease. I believe Mr. Stephens 
said it would be eliminated almost entirely in 10 years, did you say ? 

Mr. Stepnens. A generation; I would say 25 to 30 years. In other 
words, the time will come, the w ay they are going, that eventually 
they will catch all the cases in time so that they can give them out- 
patient treatment and not have to hospitalize them. They are doing 
a lot of that now. 

Mr. Bussey. Does anyone know what was back of the idea of com- 
ing to the Federal Government now ? 

Dr. Hunt. The Board of Health of the Territory of Hawaii sub- 
mitted a memorandum to the Congress in 1949 pointing out that since 
1922 the Federal Government has assumed the responsibility for tak- 
ing care of patients with leprosy in the continental United States, at 
Carville. 

The memorandum went on to point out that the Territory of Hawaii 

yas under the same requirements to pay taxes into the Federal Treas- 
ury as the States, including income taxes, and that they felt they 
should have the same consideration from the Federal Government with 
respect to patients with leprosy as the States had. I think I am quot- 
ing the memorandum with reasonable correctness. 

They therefore asked that the Congress assume the burden which 
they had been carrying, amounting to something over $1 million a 
year. 
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NEW FACTORS SINCE LAST REQUEST 


Mr. Bussey. In the previous appropriation requested for fiscal 
1953, the Congress cut $542,000. 

Dr. Hunt. Yes, sir. 

Mr. Bussey. Now, I do not see anything in. your statement that 
would indicate new factors that have appeared in this picture since 
we considered the previous appropriation request for fiscal 1953. 

Dr. Hunt. The only real factor, Mr. Chairman, is that we now 
have a very much more accurate idea of what the actual cost to the 
Territory of Hawaii is for the present fiscal year. I think it is purely 
and simply a matter of better information. 

Mr. Bussey. When did the Federal Government assume all the cost 
at Carville? 

Dr. Hunt. 1922. 

Mr. Bussey. Thirty years after that you come in with this request 
for Hawaii. 

Dr. Hunt. Yes, sir. 

Mr. Bussey. No one thought of coming in with this request that the 
Federal Government assume the cost of such hospitalization all during 
these years ¢ 

Dr. Hunt. I am not sure they did not come in with the request. 
Congress did not respond favorably to their request until 30 years 
afterward. 

Mr. Fernanpdez. How long have they been paying income taxes ? 

Dr. Hunt. I do not know, sir. 


CHECK ON ACTUAL COSTS 


Mr. Buper. Doctor, what check have you made as to the actual 
cost ? 

Dr. Hunt. The only check we have been able to make so far is that 
which Mr. Stephens conducted upon his visit to Hawaii last August. 
He went into their operating costs at that time in considerable detail, 
and since then we have been in correspondence with them and have 
been getting their cost reports and patient reports periodically as a 
basis for this payment to them. 

Mr. Buper. Mr. Stephens, what investigation did you conduct while 
you were out in Hawaii in reference to this per diem cost of $9.26? 

Mr. SterHens. They have a comparable office in the government of 
the Territory of Hawaii that we have in the Bureau of the B udget. 
They have a Territorial budget officer. I got from him the figure 
reported by the Department of Public Health of Haw aii, and then 
I went into the operation and actually looked at the invoices. Of 

course, I did not compare the cost of a can of corn in Hawaii with the 

cost in this country, but I looked at these invoices and saw where these 
things were actually shipped to these hospitals, Kalaupapa and Prarl 
City. I found their records better than the average State records in 
this country. I was surprised to find everything so easily broken 
down. 

Dr. Hirschey is in direct charge, under the public health in 
Hawaii. I checked the salaries of the firemen, cooks, and clerical 
force, and found their salaries a little less than in the United States, 
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and they have civil service. I found the salaries of doctors and nurses 
were somewhat lower than those of comparable doctors and nurses j 
this country. 

The Kalaupapa and Pearl City hospitals are self-contained hos 
pitals, and I examined the list of personnel and their salaries. The 
downtown place, where they treat some patients, I did not go as 
carefully into that, except to find that only a small part of that cost 
was charged to the leprosy program. Because Pearl City is so close. 
they send the patient there to be checked. If he is in a bad way, they 
send him to that hospital; if he is not, they give him a shot and some 
medicine and send him home—and there is the cost of the drugs. 

I did not make a C. P. A. examination. I could not do it in a week, 
but I went far enough to satisfy myself that the items in the cost 
sheets are actually attributable to the leprosy program in Hawaii. fh 
my opinion, they leaned over backward to give us just what went 
that program, and to be careful that nothing else got in there. 

Mr. Thurston, the Territorial budget officer, said he thought part 
of the administrative expense should be included, and I asked if i 
was in there, and he said “No.” TI looked through his records, the pub- 
lic-health records, and none of their expenses are included in the 
leprosy program, only the leprosy division of public health out. there. 


COMPARISON WITH PREVIOUS REQUESTS 


Mr. Bunce. What was your estimate for 1953 when you appeared 
before the committee last year ? 

Dr. Hunr. $1,042,000, which we submitted after passage of the act 
last summer. 

Mr. Bunce. How has that been revised in this request ? 

Mr. Steprens. This request is for $1,086,000. 

Dr. Hunt. Yes. There was no attempt to modify that figure to 
come to a new figure. Rather, a new figure was developed following 
Mr. Stephens’ visit to Hawaii and following the corresponde - 
which we have had with the Territory of Hawaii. A number of 
factors came into the picture which we were not cognizant of at the 
time the original submission was made. 

Mr. Buper. Was your original estimate $1,086,000? 

Dr. Hunt. The original estimate last June was $1,042,000. That 
turned out to be in error on the conservative side, in accordance with 
later estimates both of patient-days and of cost. We therefore ask 
now for a total for the year of $1,086,000. 

There is one other factor that I think should be mentioned, and that 
is that the total cost to the Territory of et aii for this program is 
estimated to be, for this year, $1,117,025. They receive reimburse- 
ments from the Veterans’ ‘Nininiatration ‘for the care of veteran pa- 
tients, which is estimated to be $31,110. That amount was therefore 
deducted from the total cost of $1,117,025, and the resulting figure was 
rounded off to $1,086,000. That is the figure we are now supporting. 

Mr. Buper. It is a little difficult for the committee, as pointed out 
by the chairman, to reconcile your testimony. The first time you 
appeared before the committee your testimony was based on the nun- 
ber of patients, and you claimed at that time there were 334 patients, 
which would tend to indicate an increase rather than the decrease Mr. 





Nurses 
ses 1] 


dd hos 
3. The 
gO as 
at cost 
) close, 
V; they 
d some 
Ss. 
1 week, 
ne cost 
ul. Th 
vent i 


it part 
dif it 
1e pub- 
in the 
t there. 


pea rec 


the act 


rure to 
lowing 
ndence 
iber of 
at the 


That 
-e with 
yre ask 


nd that 
rram is 
nburse- 
ran pa- 
erefore 
ire was 
orting. 
ted out 
ne you 
e num- 
atients, 
ase Mr. 


313 


Stephens is talking about. Then last year you estimated the per diem 
cost at $8 per day, then you revised it up to $8.80, and now you come 
in with $9.26. 

Dr. Hunt. That is correct, and that confusion bothered us as much 
as it does the committee, and resulted from the fact that the per diem 
cost has to be built up on the basis of specific items of expense. The 
information we had from Hawaii last spring was not developed along 
exactly the same lines that it is developed in the continental United 
States. They underestimated, or gave us a lower figure at that time 
of $8 and some cents. After Mr. Stephens had visited Hawaii, and 
after we had obtained from them the cost breakdown in comparable 
fashion, the figure was reached of $9.26. 

This confusion is due entirely to the fact that it is a new program, 
and we had to make a submission last summer with inadequate base 
information. We will hope to have better information the next year 
than we have this year, because it takes a little time to get reports 
coming in in comparable form so that we and Hawaii understand each 
other, and so that we know what they mean and they know what our 
requirements are, so that we can interpret to the committee the figures 
we receive. 

Mr. Buper. Frankly, I cannot follow you in this instance. 

Dr. Hunt. We have taken the position that the wording of the law 
as passed by Congress last summer meant that while this shows in the 
appropriation for hospitals and medical care, it is in fact a segregated 
item. Money appropriated under this clause will in our administra- 
tion not be mingled with the other appropriation for hospitals and 
medical care. This would be kept separate. We would not dip into 
the money for our hospitals to aid Hawaii: and conversely, if the 
amount appropriated for Hawaii is too large, we would not use it for 
other purposes. 

Mr. Buper. Can you tell me how many patients there are in these 
hospitals now? You estimated last year 334. 

Dr. Hunt. The estimate for 1953 is for an average of 332.8 

Mr. Buper. That is more than we had in 1952, and the incidence of 
leprosy, according to Mr. Stephens, is going down. 

Dr. Hunr. In the long range that is very true. That it does not 
always happen in a 6-month period. During a 6-month period you 
may happen to get a group of patients in the hospital who have to be 
kept longer for one reason or another, and your patient-day estimate 
is exceeded. The following 6 months it may go the other way. 

These have to be considered as long-range trends rather than as pre- 
dictions for any short-range period. We will be in much better posi- 
tion as time goes on to give you a trend, since we will be collecting fig- 
ures on a firm basis that we understand. One of the problems is that 
[ understand Hawaii makes these reports on a calendar-year basis, and 
their reports stress the number of patients in the hospitals on Decem- 
ber 31 of each year. It will take a little time to convert their reporting 
system to correspond with ours so that we will have accurate, intelligi- 
ble information on a fiscal year basis or on an average basis. 

Mr. Buper. I think the chairman has opened a good question here. 
He has certainly stated what the committee’s position is, namely, that 
we cannot tell from the information furnished what the costs are com. 
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pared to what they have been, and what they are expected to be. | 
is unfortunate to present it in that way instead of, as the chairma 
said, calling a cow a cow anda horse a horse. 

Mr. SrerHens. My mission in Hawaii was to determine the cost pel 
day. It is up to the Territory of Hawaii to determine how man 
patient-days. The cost as figured in August was based on going e x 
pense. There are many items that go into this cost. There isa lau 
dry service, transportation service, “burial of the dead, and so fort! 
They have a stack of coffins, and they have to cremate or take care of 
the bodies. The death rate is not extensive, but all the items that «o 
in the cost were used in determining the rate per day which I reco 
mended to the Surgeon General. 

The matter of patient-days is a matter that has to be determined 
from time to time in order to arrive at a dollar value. My job was to 
find out what items went into the cost, and I think I would have 
criticized one of my own men if he had gone as deeply as I did into 
that. 

Mr. Bussey. Mr. Stephens, when you were in Hawaii, did they give 
you an estimate of the number of new patients they expect to ente: 
the hospital, and the number of patients that are presently in the 
hospital who might be discharged during the calendar year 1953 ? 

Mr: Steruens. They gave me their monthly experience for the past 
5 years on admissions and dischar ges. One month 34 might be ad- 
mitted and 37 or 38 discharged. I saw tables month after month on 
admissions and discharges. Usually there were a few more discharges 
than admissions each month; not a very great number. 

Mr. Bussey. According to their projected figures, I do not see how 
they will have this problem solved in a generation. 

Mr. SrepHens. Well, it has been cut in half in the last generation. 

Dr. Hunr. The number in a hospital on a given date only represents 
a fraction of the total with the disease. The forecast of eradication 
of the disease deals in total numbers. I am not sure we can run 1 
trend of the hospital population in quite the same way. 

Mr. Bussey. The thing that really puzzles me is a fundamental 
problem, and that is this: Why should we at this time be considering 
any supplemental appropriation for this program ? 

Dr. Hunt. It was our understanding that the wording of the law 
implied that the Congress expected the Federal Government to reim- 
burse Hawaii for essentially their full cost. That is a matter beyond 
our discretion. We are simply following what we consider to be the 
desire of the Congress in submitting to you today the additional 
amount that would be necessary to reimburse Hawaii for their full cost 
for the fiscal year 1953. 


BASIS FOR REVISING PER DIEM RATES 


Mr. Buner. Which is the basis for revising the cost estimate from 
$8.80 to $9.26 per day. 

Dr. Hun. The figure of $500,000 for this year was somewhat less 
than 50 percent of the total amount requested for this year, in our 
supplemental last summer. I do not know what was the basis for that 
figure. 
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Mr. Buver. The only new matter you have in your presentation now 
that you did not have last time you appeared is the change from an 

timated per diem cost of $8.80 to $9.26. Otherwise, your presenta- 
tion today is identical. 

Dr. Hunt. There is no substantive difference. The only difference 
s that we now have much better information as to cost per patient-day 
and the total number of pe atient-days expected this year. 

Mr. Bunce. Your estimates of the number of patients are pretty 
lose. You estimated 334 and it worked out 332.8, so there is no 
appreciable change there. 

Dr. Hun. That is right. 


PAYMENTS TO DATE 


Mr. Bussey. Have you gone ahead and paid out this money to the 
Territory of Hawaii on the assumption that the Congress was going to 
appropr iate the balance you are now requesting ? 

Dr. Hunt. No, sir. 

Mr. Bussey. Have you paid it out on the basis of one-fourth of the 
amount appropriated for one-fourth of the calendar year? 

Dr. Hunt. We discussed that and came to the conclusion that under 
the wording of the law we were required to reimburse the Territory 
of Hawaii at a per diem rate which substantially represented their 
actual cost, and to continue that reimbursment as long as the appro- 
priated funds lasted. 

We had two alternatives. We could have estimated that $500,000 
for the year would represent about $3 per patient-day and set up a 
per diem reimbursement figure on that basis and spread the payments 
out over the whole year. It was both our administrative and — 
interpretation that we were required, on the contrary, to set a per 
diem cost which was close to their actual cost and then ner ar thet at 
that rate as long as the appropriated funds lasted. We felt we could 
not go beyond the figure of $500,000. 

Mr. Bussey. I think that was very wise. 

Dr. Hunr. We felt we could not do that until and unless the Con- 
gress appropriated further funds. 

Mr. SrerHens. Would you object if I read just a short paragraph 
of a conference in Hawaii, showing just what was said and done by 
Dr. Wilbar, the Director, and the Government ? 

Mr. Bussey. Just one minute until I finish this point with Dr. 
Hunt. 

How have the funds that have already been appropriated, the $500,- 
000, been disbursed to date ? 

Dr. Hunr. The amount of $274,143.34 has been transmitted to the 
Territory of Hawaii in compensation for their first quarter’s expendi- 
tures. That leaves a balance of $225,857.56 available for the second 
quarter, and that amount will not cover the full amount of their sec- 
ond quarter voucher. When that voucher comes in, we will simply 
transmit to them what is left in this appropriation and tell them we 
have no further funds to disburse. 

Mr. Bussey. Would not disbursing these funds in that manner 
have a tendency to create in their minds the thought that additional 
funds will be appropriated for the last 6 months? 
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Dr. Hunt. They have been specifically warned, both verbally aid 
in writing, that unless the Congress appropriated we yee funds the 
could not expect more than the $ $500,000 for the fiscal yea 

Mr. Bussey. This request for a supplemental caeiebieldihen of 
$586,000 was initiated entirely in the office of the Surgeon General / 

Dr. Hunt. Yes, sir; in the Public Health Service. 

Mr. Bussey. On page 2 of your justifications, you very gracious]) 
cite a paragraph of the law which starts out by saying: 

When so provided in appropriations available for any fiscal year for 
maintenance of hospitals of the Service. 

That is pertaining to Hawaii? 

Dr. Hunt. Yes, sir. 

Mr. Bussey. Now, they fully understand in Hawaii that unless 
Congress takes favorable action on the supplemental appropriation, 
they are not to expect any additional funds for fiscal year 1953 4 

Dr. Hunt. Yes, sir. 

Mr. Sreruens. My note here will enlighten you somewhat on that. 


The officials are aware of the fact that Congress appropriated only $500,000 
for 1953 against the estimated cost of something over a million dollars. I assured 
them that we will undertake to secure a supplemental appropriation for the 
remainder of the cost to the Territorial government for the Hansen’s disease 
program for 1953. 

I have made it clear that none of us can guarantee that the Congress 
will provide the additional funds for 1953. 

They have a copy of this, besides stating that to them verbally. That 
was stated to them by me. I said to them in here that the basic law 

carries no specific obligation; that it is strictly up to the Congress and 
the Appropriations Committee. 


METHOD OF CALCULATING PAYMENTS 


Mr. Bussey. At the end of the first quarter of fiscal 1953, they sub- 


mitted vouchers to you covering their costs incurred during that 
quarter ¢ 


Dr. Hunt. Yes, sir: 

Mr. Bussey. And you transmitted $274,143.34 to them as payment 
of those vouchers / 

Dr. Hunt. That is right. 

Mr. Bussey. Why go to all the trouble of bookkeeping and other 
administrative expenses connected with a procedure like that? Why 
not just transfer the $500,000 to them, and you are all through ? 

Dr. Hunt. Only because of the wording of the law. I think we 
have an obligation under the law to set the per diem rate and reim- 
burse at that rate. If you will give us instructions to the contrary, 
we would be more than happy to carry them out. This is a chore for 
us for which we do not have administrative funds. 

Mr. StrerHens. Your very question was raised in the Bureau of the 
Budget, and they appr oved the funds under the law on a quarterly 
basis. They apportioned this money in the first two quarters and said 
just what you said—since this is not enough to meet the cost, you 
could give them the $500,000. But you are supposed to account to the 
United St: ites, and the Surgeon General fixes the rate; so, theoretically, 

vou can only pay at the end of the quarter what has actually been 
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accomplished up to that time. So if we sent them the $500,000, we 


would be paying them in advance rather than after the fact for the 
number of patient-days. 


REASONS FOR EXCLUSION OF PUERTO RICO 


Mr. Buper, Doctor, I note in your testimony before the committee 
last year you said Puerto Rico was specifically excluded. What is the 
reason for that ? 

Dr. Hunt. I have only partial information on that, Mr. Budge. I 
did appear as a witness before a hearing of a subcommittee presided 
over by Senator Long when this legislation was under consideration. 
At that time the draft of the language of the bill provided this reim- 
bursement for all Territories and possessions. The question was raised 
during that hearing—I do not recall by whom—as to why all of the 
ferritories and possessions should be included, since they were under 
different tax laws. The point was made that Hawaii is under exactly 
the same tax laws, ictadeee the income tax, as the 48 States, whereas 
some of the other possessions and Territories have different laws. And 
I got the impression that the committee felt that the other Territories 
and possessions did not contribute as much to the Federal Treasury. 

Mr. Buner. Is there relatively a high incidence of leprosy in Puerto 
Rico? 

Dr. Hunt. No, sir. 

Mr. Fernanvez.- Alaska‘is not included, either ? 

Dr. Hunt. Alaska is not included; but, in Alaska, there is no prob- 
lem at all as far as we know. 

Mr. Fernanpez. Certainly Puerto Rico is in a decidedly different 
situation than Hawaii insofar as paying taxes is concerned. 

Mr. Bussey. If there is nothing further, thank you very much, 
Doctor. 


Tuourspay, Fesruary 5, 1953. 
SOCIAL SECURITY ADMINISTRATION 
Bureau or Otp- AGE AND Survivors’ INSURANCE 


WITNESSES 


OSCAR C. POGGE, DIRECTOR 

RICHARD E. BRANHAM, CHIEF, DIVISION OF MANAGEMENT 
PLANNING AND SERVICES 

JACK S. FUTTERMAN, CHIEF, FISCAL MANAGEMENT BRANCH 

ROY L. WYNKOOP, ADMINISTRATIVE OFFICER, SOCIAL SECURITY 
ADMINISTRATION 

M. A. STEPHENS, BUDGET OFFICER, FEDERAL SECURITY AGENCY 


SALARIES AND EXPENSES 


Mr. Bussey. The committee will be in order. We have before the 
committee this afternoon a request for a supplemental appropriation, 
set out in House Document No. 62, in the amount of $4,360,000 for the 
salaries and expenses of the Bureau of Ald-Age and Survivors’ In- 
surance. Mr. Pogge, we welcome you back to the committee. 
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Mr. Pocer. Thank you, sir. 
Mr. Bussey. And we would be very happy to have you make 
statement you wish to make with regard to this request. 


GENERAL STATEMENT 


Mr. Poccr. If it is your pleasure, I would be glad to attempt to 
summarize the request for this supplemental appropriation for the 
fiscal year 1953. 

This supplemental request is occasioned by the recent amendments 
to the Social Security Act. $3,741,000 of the requested $4,360,000 js 
necessary due to the amendments passed in 1952 after our regular 
appropriation for 1953 had been submitted and approved. 

14 percent or $619,000 of the requested amount is necessary to 
process workloads growing out of the 1950 amendments due to our 
underestimate of those loads at the time the 1953 budget was presented. 
But, as I say, the major portion or 86 percent is due entirely to work- 
loads that flow from legislation that was passed subsequent to the ap- 
proval of our budget for 1953. 

Now, with respect to those 1952 amendments there are six major im- 
pacts of that legislation, all of which produced workloads which were 
unforeseen when the 1953 regular appropriation was submitted and 
I will just briefly go over those six items. 


RECOMPUTATION OF BENEFITS 


Obviously, the first major impact of the 1952 amendments was the 
necessity to recompute the benefits of 4,600,000 men, women, and chil- 
dren who were then on the rolls drawing benefits. The 1952 amend- 
ments provided for an increase in those benefit amounts so that in our 
records we had to recompute the benefits being paid in order to bring 
them up to the new level. 

In brief, the amendment stated the increase in terms of 12.5 percent 
or $5 whichever was the greater. 

Now, that was a substantial job, but we were able, by dint of hard 
work, to recompute all of those 4,600,000 benefits and to include the 
new amendments in the first checks for which they were due. Those 
were the September checks. It became effective September 1 and 
those checks were mailed out on the 3d of October. So we finished 
up that job by dint of hard work and had the increased benefit amounts 
in the September checks. 


ADDITIONAL CLAIMS 


The second impact takes the form of 165,000 additional claims which 
we would not have otherwise received except for certain provisions in 
the 1952 amendments. 

There were three major provisions which occasioned the receipt of 
these 165,000 additional claims. The first one was an increase in 
what we call the work clause. This is a retirement system and benefits 
are not automatic at age 65. There is a test of retirement. In other 
words, before the 1952 amendment an individual was entitled to 
earn wages of $50 or less in covered employment and still receive the 
benefits. The 1952 amendments raised that to $75 and so you can see 
in those circumstances it was more attractive to file for the benefits, be- 
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cause it allowed a higher amount of wages to be earned while still 
receiving the benefits, 

Secondly, the amount of benefits was increased somewhat and there- 
fore that was an additional inducement to filing. 


WAGE CREDITS FOR MEMBERS OF ARMED FORCES 


And thirdly, the 1952 amendment extended the period for which 
wage credits would be given to members of the Armed Forces. As 
vou will recall, before the 1952 amendments, the law did provide for 
wage credits for soldiers serving in World War IT. But those expired 
on July 29, 1947, at the termin: ition of World War II. Then along 
came the Korean situation and there was a gap there. So that when 

ie 1952 law established wage credits beyond that date, up through De 
cember 31, 1953, the end of this year, that occasioned additional claims 
from people—survivors of sol Nore who would not otherwise have 
been eligible except for the extension of those w: age ¢ ‘redits for that 
per! iod. : 

These 165,000 claims in addition to producing an immediate work 
oad in terms of the original work in connection with the claims— 

iat is to say, the development, the interview, and the sakes of the 

Sod ei occasioned i litional work in this respect. You had 


} 


that many more people added to your benefit rolls to whom you 

ed n ionthly checks, and these 165,000 claims will prod we through 
the year a net increase of 150,000 more people on the benefit role 
to whom monthly benefits are sent, and it increases the work that is 
wolved i in getting out those checks monthly, in changing the addresses 
of pr ‘ople, in terminating benefits when went ie die or widows remarry, 


| that sort of thing. 
COSTS AND SAVINGS DUE TO TECHNICAL CHANGES IN LAW 


bp fourth large impact of the 1952 amendments resulted from 
ie technical improvements in the law which were designed primarily 
nsure greater equity to individuals in the computation of benefits. 

The workload there takes the form of a request for recomputation 
of benefits. Once the orginal computation is made, the law provides 
for recomputation of the benefits to reflect wages for a lag period 
which had not been included in the previous computation, and those 
wages frequently were at higher levels and produced a higher benefit. 

We expect 180,000 of those requests for recomputation. Those 
will come from the self-employed people, from persons who are over 
age 75, and under the law previously were not entitled to this recompu- 
tation. And again there will be a number of those recomputations 
which will grow out of the granting of wage credits to persons who 
served in the Armed Forces. 

An example of that would be where a soldier had service beyond 
July 1947, but we could not count that in the computation of benefits 
for his survivors because before the 1952 amendments there was no 
credit given for the subsequent period. Those people file requests 
for recomputations for the Peedi established period. 

Fortunately, one of the 1952 amendments by Congress made possible 
a substantial reduction in our workload. That came in the form of 
the elimination of some 306,000 recomputations of benefits which it 
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would have been necessary to make except for this technical proyi- 
sion in the law. That saved, we estimate, $1,294,000. That saving 
has been offset against the costs which are shown in this supplemental] 
request. 

Mr. Jensen. Mr. Chairman, I wonder if I may ask Mr. Pogge 
to restate that. 

Mr. Pocer. You mean about the saving? 

Mr. Jensen. Yes, how did it come about? 

Mr. Poser. Before the 1952 amendments the law provided that 
in determining a man’s average wage, you would cut off at a period ¢ 
months or 2 quarters prior to the time he died or filed the clai im, 
There is a lag of about 6 months from the time he last worked and 
until the wage records are posted in our operations. That amend- 
ment at first was put into the act thinking that it would produce » 
saving, and ultimately it will. Before that, if you had to count the 
wages all the way up to the period, the most recent period or death 
or employ ment, it would necessitate our going to employers and get 
ting an interim statement of wages for that interim period. We 
were trying to get out of that business. We had been doing that ever 
since the inception of the program. 

One of the provisions of the 1950 amendments eliminated that 
requirement. It provided that you could recompute the benefit at a 
later time when those wages became posted. 

With the avalanche of claims that were hitting us in fiscal year 
1953 we felt that for a limited time it was more economical to go out 
and get that interim statement from the employers and make the 
computation all at one time, so that we would be finished with it. 
Congress accepted that recommendation and included that in the law 
and that effected a saving of $1,294,000 in that we cleaned it all up at 
one time. 

Mr. Jensen. Thank you. 


WAIVER OF PREMIUM 


Mr. Pocer. The final impact of the 1952 amendments which caused 
a workload of substantial amount but of a slightly different character 
was the provision which refers to the so-called waiver of premium in 
the event that an individual became totally. and permanently dis 
abled. 

The provision of the 1952 law with respect to the effectiveness of 
that is something like this. It sets up the specific provision under 
which this waiver of premium would be applicable and it states that 
it will not become effective, claims cannot be filed, until July 1, 1953. 
But at the same time there is another clause which terminates those 
provisions on June 30, 1953; in other words, just before it goes into 
effect. 

The committee report, particularly the report of the House man- 
agers in the conference reads as follows, explaining why there is that 
effective date and then the termination of it before it becomes effective: 

The action recommended by the conferees will permit appropriate steps to be 
taken for the working out of tentative agreements with the States for possible 
administration of these provisions. It is the intent of the conferees that hearings 


will be held on this entire matter early in 1953 and at that time the congressiona! 
committees will go into the administrative and other provisions. 
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That resulted in these kinds of workloads for the Bureau. First 
of all, as you can well imagine, to the extent the public read or heard 
about this provision of the law, they came to our offices and wrote to 
our offices about the provisions and what it would mean to them. We 
estimate that we will have 300,000 inquiries relative to these disability 
waiver-of-premium or disability freeze provisions as we have been 
calling them. That is partly speculative. At the present time we have 
received about 100,000. The extent to which we will receive more 
inquiries in that particular area will depend I suppose to no small 
extent upon whether or not the Congress holds hearings in this matter 
and there is additional publicity with respect to it. 

In any event, there will undoubtedly be some increase in inquiries 
without hearings as this July 1 date gets nearer. The law says that 
those claims can be filed on July 1, 1953, and some people reading that 

rovision without reading the other provision will do that. 

Additional work growing out of that provision takes the form of 
the necessity for our developing policies and procedures to administer 
this program as was suggested by the conferees’ report and our being 
in readiness and being prepared to supply data and information to 
Congress if we are so requested. Moreover, the conferees’ report clearly 
indicated the desirability, the necessity, for exploring with the States 
the possible administration of these disability provisions. That ex- 
ploration with the States comes about by reason of a provision in those 
amendments which requires that not the Federal Security Adminis- 
trator nor the Bureau of Old-Age and Survivors’ Insurance but rather 
| of 3 State agencies make that determination of disability. We have 
been carrying on some explorations with the States; States that have 
been administering the disability provisions under the public-assist- 
ance program; States that have been administering workmen’s com- 
pensation provisions and States that have been administering voca- 
tional rehabilitation provisions. Those are the three agencies named 
in the statute, one of which might be named to make this determination 
in the States. 

Those are the major impacts of the 1952 amendments. In terms 
of workloads, for the most part these new workloads are clearly meas- 
urable and are comparable to workloads we have had before; addi- 
tional claims, additional recomputations, the recomputing of the 
benefits for the 4,600,000 already on the rolls. We had a similar ex- 
perience in 1950 when the benefits were increased and the unit costs 
used In figuring this request are consistent with the unit costs in our 
regular 1953 budget and are less than the actual unit costs that we ex- 
perienced in 1952. 

As to the 1950 amendments, the workload growing out of those 
amendments and which will require we estimate $619,000 or 14 percent 
of this total amount requested. That workload comes about princi- 
pally by reason of the fact that the claims will be substantially higher 
than we had originally estimated. Those claims will come primarily 
from those newly covered groups, those groups that were covered for 
the first time on January 1, 1951. 
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REVISION OF WORKLOAD ESTIMATES UNDER 1950 AMENDMENTS 


As you will recall, the 1950 amendments extended coverage to aloi 
10 million people including the selfemployed, certain household w: 
ers, certain agricultural workers, certain State and local worker: 
total of about 10 million. Our estimate was not good because we 
not had experience with that and we underestimated the numbe 
claims that would emanate particularly from those sources. 

We estimate that we will get 154,000 more claims out of the 
amendments than we had prepared for in our 1953 request. Iw: 
hasten to add, however, that we are not asking for money in thi 
quest for those 154,000. We are asking for only sufficient funds 
process 35,000 of these claims and for these reasons: 

First of all, we do not believe we could use all of the additions 
funds that would be entailed in that sort of a full computation of 
money needs. We do not believe we could utilize funds in this amon 
efficiently and economically. If we staffed up to the full requiren 
to handle all of those claims, it would necessitate a reduction in force 
by us in 1954 because our 1954 request calls for a lesser number of 
people. 

Secondly, we are hopeful we can handle the excess of the differe ce 
between 35,000 and 154,000 through increased productivity not, 
standing the fact that it will result in heavy pressure on our person- 
nel, by the adoption of some short-term expedients. It is possible 
that we may have to carry the backlog of some of that business into 
1954, but we are not making any special request in 1954 to absorb that 
backlog. We would attempt to handle that backlog out of our regular 
appropriated funds in 1954. 


PERSONNEL INCLUDED IN REQUEST 


Just a word then about our experience to date with respect to this 
request, personnel-wise and money-wise. Our regular appropriatior 
for 1953 would finance 13,742 man-years for the Bureau as against ow 
plan to use 14,846 man-years which could be financed by our regular 
appropriation plus the full request here of $4,360,000. 

The Bureau of the Budget under authorization by Congress, recog- 
nizing the immediate impact of the 1952 amendments in creating adii- 

tional workloads which were not provided for in the 1953 appro 
priation and which flowed from legislation passed after the 1953 
appropriation had been submitted, apportioned our regular appro- 
priation at an accelerated rate and permitted the Bureau to spend on a 
deficiency basis in accordance with the provisions of the Anti-De- 
ficiency Spending Act. 

By January 23 our staffing had increased to 14,442 employees and 
a considerable amount of overtime had been used. In order to keep 
the backlogs down and to keep it from reaching unmanageable pro- 
portions, we had to resort to overtime work. 

Our supplemental request will finance 1,104 man-years. Part of 
that number of man-years we would account for in this way : 388 by 
overtime work, almost 40 percent, as distinguished from taking on 
new employees. 





SS ee 


CO abvont 
ld wor 
rkers, 
> We had 
mbet of 


the Le)e) 
Tw Lie 
this It 
funds to 


lditiona 
atiol ot 
amo 
iremen 
in force 
mber of 


ifference 
hot with- 
pel =O] 

1] 
poss1b! 
1eSs into 
sorb that 
‘reoril ir 


t to this 
ypriation 
Nst our 
; reculal 


S, recog- 
ng addi- 
appro 
the 1953 
r appro- 
end ona 
A nti-De- 


yees and 
* to keep 
ible pro- 


Part of 
: 8388 by 


iking on 


Actually we think under the conditions under which we are work- 

« and the amount of time that it takes to train new employees it is 
more economical to do it by overtime work than to recruit and train 
new employees for this purpose. 


CLAIMS RECEIVED FIRST SIX MONTHS 


As an indication of our actual experience for the first 6 months of 
this fiseal year, we had estimated receiving 703,000 claims in the first 
alf of the year and it was on that figure that our regular appropri- 
ition was based. As contrasted with that estimate of 703,000 we 
tually received 922,367 claims in the first 6 months of the fiscal year. 

Mr. Buper. May I interrupt for a question at this point ? 

Mr. Bussey. Yes. 

Mr. Buner. Mr. Pogge, as I understand it, in paragraph 2 of your 
tatement you list an additional 165,000 claims. But all of that 
work has been processed ; is that correct 

Mr. Pocer. No, sir, not all of it; 165,000 is the number of additional 
claims which we expect to receive over the course of the whole year. 
Some of these have been processed. But this is the number of claims 
spread over the whole year which are expected to flow, additional 
work expected to flow, from the 1952 amendments. We cannot 
identify, obviously, exactly where claims actually do come from. We 
have not attempted to keep that minute a record. In fact, it might 
be almost impossible to do it. 


RELATIONSHIP BETWEEN RECURRING AND NONRECURRING WORK 


Mr. Buper. All of the recomputation work has been completed, 
has it not 4 

Mr. Poace. Yes. The recomputation of benefits in the new amounts 
was completed on schedule. That had to be completed right on 
schedule to get those benefit checks out as promptly as possible. That 
is finished. 

Mr. Buper. I was just trying to establish the relationship between 
the number of claims that have been added and the number that would 
be subtracted, as set out in paragraph 5 of the statement you have 
submitted to the committee. 

Mr. Poeer. That was a reduction. There is no direct offset here. 
These one hundred and sixty-five thousand, sir, are new claims from 
people who never filed before. The three hundred and six thousand 
would have been recomputations. After you had originally handled 
their claims then you would have had to recompute the benefits to 
include wages for this last 6 months’ period. 

I do not know whether I have made that clear or not. It is a tech- 
ical position, Put in another way, there is a substantial difference 
in the unit costs between those two figures. One hundred and sixty- 
five thousand claimants are new claims that cost us about $17.36 to 
process, Whereas a recomputation can be handled for something over $4. 

Mr. Buper. On the other hand, you estimate an additiona! 180,000 
claims in paragraph 4, which is a reprocessing. 

Mr. Poeer. That is a recomputation also, and those are processed 
out too at the lower unit costs, not at the higher cost of new claims. 
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Putting it another way, if Congress had not passed this tech: 
amendment which eliminated these three hundred and six thousa: d. 
instead of our having 180,000 recomputations, we would have had 
486,000. 


TREND IN NUMBER OF CLAIMS RECEIVED 


This chart [indicating] is an indication of how this claims load has 
jumped. Here [indicating] is June of 1952, the beginning of the ney 
fiscal year, and with the advent of those amendments you can see hoy 
those claims jumped up here to an average of 50,000 per week as com- 
pared to an average of something under 30,000 a week. Then it re. 
ceded somewhat from that peak, but still substantially above the le 
that we experienced here in the previous year [indicating], and now 
again in January we have hit a peak [indicating]. We hit seasonal 
pe: aks here. This peak [indicating] was occasioned somewhat by the 
fact that that was the first time at which some of these newly covered 
people could have had enough wage credits to become insured under 
the program, and again here [indicating] this marks a date at whic! 
a great number of people became insured for the first time, but stil] 
throughout the year you see the level is substantially higher than it 
was over here [indic ating], reac hing a new peak here [indic ating} i) 
terms of average receipts of claims in field offices. 

Mr. Bussey. Would it be possible for you to reduce the chart to 
figures for the record? 

Mr. Poccr. We have that in the statement. Those same figures were 
in the statement that we have, but we can give it for the record. 

(The information referred to follows :) 


New claims received in field offices, January 1952-January 1953 
7 } y y 


Monthly 
Number of total Weekly 
j (beneficiary average 

basis) 


1952—January 
February 
March...___- 
April 
May.. 
June_. 
July 
August . 
September - 
October 
November h 
December... -.....-.-. 

—January 


136, 658 
102, 429 
102, 77! 

97, 518 
112) 009 
83, 544 
249, 643 | 
138, 273 | 
132, 757 
168, 808 
119, 562 | 
113, 324 
205, 062 
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REASONS FOR FLUCTUATIONS DURING YEAR 


Mr. Fernanpez. What causes the second big increase in your 
claims? 

Mr. Poaer. First of all, you have a seasonal increase in claims. In 
winter months you have more deaths, for one thing. Secondly, for 
example, your self-employed claims. They file on an annual basis 
Their wages are reported on an annual basis rather than quarterly, 
and you get a peaking of claims from the newly covered self-employed 
people at the end of the year as distinguished from the end of a 
quarter. 





Vi 


tech 
hous wd, 
lave had 


load has 
‘the new 
i see how 
c AS CoMm- 
en it re- 
the level 
and now 
seasonal 
it by the 
7 covered 
ed unde 
at which 
but stil] 
r than it 
ating} in 


chart to 


res were 
cord. 


Weekly 


average 


in your 


‘ims. In 
ndly, for 
1al_ basis. 
juarterly, 
mployed 
end of a 


325 


Another factor is that our pattern to some extent, particularly in 
the latter years, the claims pattern is affected to some extent by the 
practice of industrial employers. Very frequently they retire their 
people at the end of a year and that makes additional business for 
us as well, because they file old- -age and survivors insurance claims 
at the same time they retire from private employment. 

Mr. Buper. Mr. Chairman, carrying that further, is this peaking 
any different than it has been in previous years / 

Mr. Poaer. It is much more severe than it has been in previous 

years at these points. 
’ Mr. Furrerman. The receipts shot up this year particularly be- 
cause of the combined effect of both the 1950 and 1952 amendments 
hitting right around the first quarter of this fiscal year. It is a much 
sharper peak than usual. 


BACKLOG OF CLAIMS IN FIELD OFFICES 


Mr. Pocer. I have given you a number of figures with respect to 
the actual claims received. But how fast can we dispose of the busi- 
ness‘ How fast can we conduct the interviews, adjudicate the claims, 
and put these people on the rolls?) The normal number of claims that 
we expect to have pending in our 512 field offices throughout the 
country averages around 60,000, which is about twice the w eekly load; 
in other words, we are trying to get those claims out of the field offices 
within 2 weeks’ time. That “pending load, as a result of this abnormal 
increase, jumped up to 148,000 at the end of July, as shown by this 
chart. 

Here [indicating] was a pending load running around 50,000 before 
July 1952, or about twice the weekly receipts, and we have a par, 
an objective, that we had everybody trying to attain. This pending 
load went up to 148,000 in July. 

By the end of December we had been able to work it down some 
due to pressure by the employees themselves in trying to get out the 
claims as fast as they could, plus a substantial amount of overtime 
work, There was a decline, as you saw on the other chart that enabled 
us to get down to about 91,000 at the end of December. But now we 
come into another peak load of receipts, and the pending claims have 
gone up to 141,000, as of just about 2 weeks ago, January 15. Our 
figure as of January 15 was 141,473 claims. 

Mr. Jensen. Applications received ? 

Mr. Poger. Yes. This [indicating] is the pending business of the 
field office, and I think it is a pretty good indication of the magnitude 
of the job ahead of us to get that down toa manageable figure in order 
that we can get the checks out to the beneficiaries within a reasonable 
period of time. We have alw ays prided ourselves on keeping that 
time as short as possible. We have some difficulty in keeping our heads 
above water on that score at the present time. 

In summary, then, I might say that this request for $4,360,000 is 
necessary to process the additional work that flows from these amend- 
ments, and which is now an integral part of the social security system. 
Of course, the volume of work that comes to us to handle is dependent 
on the general economic conditions, the age of the population, the 
retirement rates, and the death rates, and thus is not subject to the 
control of the Bureau. The work comes there and has to be handled. 
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There is nothing that we can do to affect the volume, or the loads, 
and we feel that these workloads should be processed on a reasonably 
current basis in order to conduct our operations economically and 
at the same time meet the program objectives. 

The requested supplemental appropriation will not permit the 
Bureau to process all the estimated work that we will receive this 
year at the previously established standards of performance. We 
know that we are going to have to resort to some expedients which are 
not desirable from a long-range point of view, and which will not 
permit us to give the public the kind of service that the program 
objective would seem to require. 

The principal workloads of the Bureau today and in the years past 
are of such character they permit an accurate quantitative measur 
ment—claims, wage records, recomputations, the servicing of the bene 
ficiary roll; that is to say, sending out these 5,000,000 checks montlily, 
the changing of address, and all that sort of thing. These workloads, 
as I say, lend themselves to quantitative analysis, and we have set 
standards of production throughout the Bureau for the various jobs, 
and those standards of production are reflected in the unit costs used 
in all of our budget preparations. 

Now, while the factor of the quality of performance is taken into 
consideration in setting those standards—not just quantity but quality 
as well—the qualitative content is usually not readily apparent from 
u pure reading of the quantitative figures, and in this connection I was 
much impressed by a recent statement by Mrs. Hobby, the Adminis 
trator of the Federal Security Agency, addressed all the employees 
of the Agency. She said: 

There is always danger in an organization as large as ours of a quantitative 
evaluation of performance rather than a qualitative one. In a people's 
ernment quantity is important and necessary, but when the emphasis is too 
much on quantity, quality suffers. 

We are going to do our best to do as high a quality job as we can. 
It is not unlikely that we may not be able to reduce that pending 
load .to the desired point by the end of the year. We may have to 
carry some of that work over into the 1954 fiscal year, but we are not 
making special allowance for that in our 1954 budget reports. 

We are hoping to absorb that and to get that down by hard work 
and ingenuity. 

The supplemental request before you will enable the Bureau to con 
tinue to finance its present staff, which is substantially above the level 
which can be financed by the regular 1953 appropriation, and a rela- 
tively small additional number of personnel. It 1s our best judgment 
that this staff is necessary to keep the backlogs from accumulating and 
getting out of control, and it is necessary to permit us to process the 
work on a reasonably current basis and to prevent undue delay in 
vetting the checks to the beneficiaries. 

Now, this heavy workload is going to present a real challenge to 
the Bureau if it is going to maintain its previous record for efficiency 
and at the same time give the kind of service that is required by the 
objectives of the program; but we are confident that we can meet 
that challenge satisfactorily, and to the satisfaction of the Congress 
and the President. 
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Mr. Bussey. Mr. Pogge, this request for $4,360,000 is not a request 
for an appropriation of the general funds of the Treasury but merely 
an authorization to use trust funds ? 

Mr. Poacr. That is correct, sir. 

Mr. Bussey. Now, I think that we ought to have in the hearings the 
tables occurring on pages 15, 16, and 17 of the justifications which show 
4 detailed breakdown of the workload on which this request is based. 

(The pages referred to are as follows:) 
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NONRECURRING EXPENSES 


Mr. Bussey. How much nonrecurring expenses are in activities 
3, 4, and 6 shown in the tables just inserted in the record ? 

Mr. Poacr. Item 3—-A, conversion to new scale of benefits, $378,700 
was a one-time job. The rest of the items constitute workloads in 
terms of claims and recomputations which are of the same nature as 
our regular workloads. 

Mr. Bussey. Then we are to assume that all these other items are » 
continuing expense year after year? 

Mr. Poccr. They are of the same nature; yes. 


DISABILITY FREEZE 


Mr. Busnry. With regard to the expenses shown on page 17, the 
“disability freeze,” is that in anticipation of amendments to the act? 

Mr. Poccr. Well, it flows from the act as now written and from the 
work that was imposed upon us by reason of the report of the Congress. 
IT do not think it is quite accurate to say in anticipation of that be- 
coming firm legislation. Obviously, that is within the jurisdiction 
of the ‘Congress—whether it makes that work effective or not. 

The presence of these provisions in the law at the present time pro- 
duced a certain number of inquiries from the public which had to be 
handled. That was the first workload factor, and by far the largest 
item there. While we have estimated it to be 300,000, it is speculative 
to some extent. We have received approximately 100,000 to date. 
What we will receive in the balance of the fiscal year is speculative. 

The other items represent the work that had to be done to carry out 
the explorations to apprize Congress of the feasibility of this kind 
of program. 

NUMBER OF INQUIRIES 


Mr. Bussey. What do your records show as to the number of in 
quiries received in December of 1952 and January of this year? 

Mr. Furrerman. We can submit that for the record. 

(The information is as follows:) 


Disability inquiries received 
December 1952_- 
January 1953 


COST PER INQUIRY 


Mr. Bussey. I notice that you estimate a unit cost of 60 cents an 
inquiry. 

Mr. Poser. Yes. 

Mr. Bussey. Do you use a mimeographed form letter in answering 
those inquiries? 

Mr. Poece. In the field offices at least we give them stock paragraphs 
and fact sheets to use. Sometimes the inquiry was not alone on the 
matter of disability; it may have been coupled with something else 
where a form letter might not have suited. Wherever possible it was 
either a form letter used or a 

Mr. Branuan. Many were oral inquiries. 
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Mr. Pocer. Many were oral inquiries at the field offices. We priced 
the inquiries out at somewhat higher than our regular cost of handling 
inquiries because they involved something new for our own people, and 
it was more complicated than the normal inquiry with respect to bene- 
fits outside of disability. 

Mr. Bussey. Well, it does seem that where you are having so many 
inquiries, if a mimeographed form letter was used wherever possible, 
it could bring the unit cost down below 60 cents. 

Mr. Pocer. I am sure that the 60 cents is a composite rate. It is 
made up of those inquiries which were coupled with other inquiries, 
and which cost more and where a form letter or stock paragraph could 
not be used, but we did use stock paragraphs wherever possible, and 
many of the inquiries were in person at the field offices. 

Mr. Furrerman. If a person comes in to the field office and takes 
some of the fact sheets spread out on the counter, we do not count 
that as an inquiry. It must come in in the form of a letter, or a verbal 
question addressed to the people at the desk. 


GENERAL ADMINISTRATION 


Mr. Bussey. What is included in this $85,000 for General Admin- 
istration in connection with the disability freeze ? 

Mr. Poaer. There is a detail of that on page 14, activity 6 admin- 
istration. The requested personal services for this activity amount 
to $85,000. First, the bureau would be required to make preliminary 
plans for administering the disability freeze program, including the 
development of procedures and policies. 

Second, the bureau’s staff would be called upon to assist the Con- 
gress prior to and during the hearings to be held early in 1953. Of 
course, if those hearings are not held, this $85,000 is overstated to that 
extent. Third, considerable time will be expended with various States 
in preparing tentative agreements before July 1, 1953. It is estimated 
that 14.3 man-years will be requred in fiseal year 1953 under this 
activity. 


EXPLANATION OF INCREASE IN AVERAGE GRADE 


Mr. Bussey. On page 5 are shown the average salary and grade of 


your employees. The average grade has gone from GS—4.1 in actual 
1951 to GS-44 for the revised estimates for the fiscal year 1953. Just 
what is responsible for that upgrading ¢ 

Mr. Poaer. It is largely due, Mr. Chairman, to the different con- 
tent in the workload as the program grows [referring to chart]. 

For example, in 1941, 61 percent of our total cost of operation was 
devoted to wage-record work in Baltimore. In this work we have 
well over 50 percent in grades I and IT and IIT. 

In 1954 the proportion of wage-record work, which work is per- 
formed by the lowest-grade employees, has shrunk to 30 percent 
of the total costs. That has happened because claims have increased, 
and claims are more difficult to handle than the routine operations 
in the wage-record work, and require higher salaries. So there has 
been that gradual increase in the grade structure by reason of the 
increase in the more difficult types of work. 

Our wage-record work tends to level off and become static long 
before the increase in claims reach a leveling-off point. 
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This other chart here {indicating |, sir, shows it much in the sa 
way. These [indicating] are our three main operating etic 
First, maintaining of the wage records over there; second, handling of 
the new claims received; and the third function is the servicing of the 
beneficiary roll, which continues to grow year after year. 

Now, if you will notice here, with 1 respect to the wage-record work, 
starting from 1941 as a base, there has been an increase, but it 
been more gradual, and tends to level off pretty much here | indi 
ing |. The increase is only slight, only about 19 percent betwee 
1954 and 1980, and tends to level off at a much earlier figure than do 
the other workloads. Next, for example, observe the new claims wor ks 
We expect that the number of new claims received from people, peo) 
becoming eligible and filing claims in our offices, will continue to 
increase and be on the increase until about 1980 before it levels off, 
whereas the third major job, that of maintaining the beneficiary roll, 
will continue to go up even beyond that until about the year 2000 
before it levels off, until the system might be said to be mature. Well 
over 50 percent of our employees engaged in this wage-record work are 
in grades I, II, and ITI, amongst the lowest salaries in Government, 
whereas the claims work is more difficult and requires a higher grade 
of personnel. 

Mr. Buper. Is there a grade I any more? 

Mr. Poger. We have over 300. We are one of the few age o ies 
This material shows that we have 133 grade I employees. We have 
one of the lowest average salaries in Government. 


TOTAL NUMBER OF EMPLOYEES 


Mr. Jensen. Mr. Pogge. how many employees did you have in 
your agency during the fiscal year 1952? 

Mr. Furrerman. We averaged thirteen-thousand-eight-hundred 
and-some-odd. . That is an average. 

Mr. Jensen. That was fiscal year 1952? 

Mr. Furrerman. Yes, sir. 

Mr. Jensen. How many did Congress allow you in 1953 

Mr. Furrerman. The regular appropriation for 1953 ae | have 
provided for an average of 13,742. 

Mr. Jensen. Are those actual employees, or are those man-years? 

Mr. Furrerman. Those are man-years. There would be more em- 
ployees to average that out. 

Mr. JENSEN. How many more? 

Mr. Furrerman. The figure would be 14,351. 

Mr. Jensen. For what year? 

Mr. FurrermMan. 1953. 

Mr. Jensen. How about 1952? 

Mr. Furrerman. It would be : approximately the same, Mr. Jensen. 
I do not have the figures at the moment. 

Mr. Jensen. The chairman points out 14,330 according to your 
justifications. 

Now, have you expended more money for salaries of employees than 
the Congress allowed you in the fiscal year 1953 appr opriation act ? 

Mr. Furrerman. We have not expended more money than Congress 
has allowed us. We have spent it at a faster rate than we would have 
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been permitted to had we not gotten approval from the Bureau of the 
Budget to spend on a deficiency basis. ; 

Mr. JENSEN. In other words, if you keep on spending for the 
employees at the rate you have been spending during the fiscal year, 
you propose to spend this $4,360,000 in addition to what Was appro- 
priated in the appropriation act for 1953; is that right ¢ 

Mr. Pocer. That is right. 

Mr. JeNseN. How many additional man-years is it estimated you 
will have during the fiscal year 1953? 

Mr. Poser. That would provide for 1,104 additional man-years. 

Mr. JENSEN. So that would make a total of 14,846 ¢ 

Mr. Poaer. Yes. 

Mr. JeENsEN. Man-years ? 

Mr. Poaer. Yes. 

Mr. Jensen. Now, how about actual employees ? 

Mr. Poger. 14,458 average. We would work overtime. 

Mr. Jensen. I understand that. The reason there is not as much 
difference in your actual employees figure and your man-year figure 
is because you are having them work overtime. A number of your 
employees work overtime / 

Mr. Poaer. Yes. 


MECHANIZED OPERATIONS 


Mr. JENseN. Now, you have 14,351 employees allowed in the 1953 
budget. A great portion of your work is done with addressographs 
and with all kinds of mechanized business machines; is that not so? 

Mr. Poccr. That is true of wage record operations in Baltimore 
where we have a highly mechanized operation using primarily IBM 
tabulating equipment. 

A substantial part of this workload, however—the additional work 
load—will fall upon our field offices where it is not susceptible to 
mechanical handling. It requires there an interview with the appli- 
cant, the gathering of the necessary proof to support his claim and 
the adjudication of his claim, which is not susceptible to mechanical 
treatment. 

When a claim leaves the field office and goes to one of six area offices, 
which are payment centers, the claim is reviewed there and again 
that is not a mechanical operation, but later we do again enter the 
mechanical stage when we undertake making the payments monthly. 
We use tabulating equipment very extensively, together with the 
Treasury’s addressograph plates in issuing the monthly checks. 


FIELD OPERATIONS 


Mr. Jensen. How many field offices do you have? 

Mr. Poger. 512. 

Mr. Jensen. How many area offices do you have? 

Mr. Poger. Six. 

Mr. Jensen. Is a lot of your processing and adjudication done right 
out in the field ? 

Mr. Pocer. Practically all of the adjudications are done right in 
the field offices by the field office personnel. The personnel interviews 
the claimant, proceeds through with the development of that claim 
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to the making of a formal award of claim. Then that award, toget! 
with the supporting data, is sent to 1 of the 6 area offices, where it 
reviewed, and a reviewer signs the form, and if the claim is allowed 
the award notice is forwarded to the claimant and the claim is placed 
in process for payment. 

Mr. Jensen. Does the claim necessarily have to be approved 
your office ? 

Mr. Pocer. No, sir. 

Mr. Jensen. By you? 

Mr. Poser. No, sir. 

Mr. JENSEN. The area office has the final say ? 

Mr. Pocer. Yes. If there are some unusual or abnormal claim: 
involving new policies, until those policies are established, some of 
those cases do come to the central office, but they are inconsequentia| 
in number. 


BALTIMORE OFFICE STAFF 


Mr. Jensen. How many people do you have employed in yow 
central office in Baltimore? 

Mr. Furrerman. In Baltimore, including the staff maintaining 
wage records, about 5,300. 

Mr. Jensen. <A little over a third. 

What I am getting at is this: Since most of the adjudication is done 
in the field offices and approved by the area offices, I would like to have 
you justify, if you can, the 5,300 employees you have in the central 
office. 

Mr. Pocer. Well, 4,600 of those 5,300 in Baltimore are engaged in 
our wage record operations. Now, those wage records are necessary 
to establish two things—they are necessary to establish that the indi- 
vidual, the worker, has had enough coverage under the system, has 
paid enough i in in the way of contributions, and has been employed 
long enough under the system to have an insured status. Also those 
wage records provide the basis for determining the amount of the 
benefit. The amount of the benefit is variable. It is related to his 
wage record. When a claim is filed in one of these 512 field offices, one 
of the first things that the field office does is to requisition the wage 
record from Baltimore—from our wage operations at Baltimore, and 
4,600 of these 5,300 employees in Baltimore are engaged in these wage 
record operations. 

Mr. Jensen. So the field offices must request information which they 
need to get all the information necessary to make the adjudication 
under this 

Mr. Pocer. They requisition the wage records from Baltimore to 
enable them to make the determination whether the claimant is eligible 
and what the benefits should be. The wage record is used as one of 
their working papers to compute the amount of the benefit and to 
determine first whether or not he is eligible, and then they compute 
the amount of the benefit on a final award form. 

Mr. Jensen. I understand. I am new on the committee. I may 
ask questions that do not seem too germane, but I did want the back- 
ground and knowledge in order to better understand your request for 
additional funds. 
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NEW METHODS FOR BETTER HANDLING WORK 


Now, have any new methods been established, or initiated in your 
department to expedite the handling and processing of these applica- 
tions that might tend to make fewer employees necessary ? 

Mr. Pocer. Yes. I might illustrate that in a general way by this 
chart here. 

This [indicating] is a comparison of personnel and money require- 
ments over a period of years. This top line here [indicating] shows 
our composite workload and how that has gone up consistently over the 
years, and it shows the projection into the immediate future. 

The second line [indicating] is the money line, and the third line 
[indicating] is the personnel line. Obviously, the personnel and 
money lines do not coincide, primarily due to two reasons. One, a 
general increase in costs over the period of years, and the second part 
of it, the smaller part, due to the gradual increase in the grade of 
employees necessary to perform the work, the point that I made 
before, that claims personnel are more costly than wage record 
personnel. 

As a specific illustration, sir, I might point out that we are very 
conscious of the necessity for reducing costs wherever we can. In our 
wage record operations, for example, we are keeping ourselves increas- 
ingly alert to the possibility of the adaptation of electronics to our 
wage record operations, and we do have now two machines which we 
use for the computation of benefits. 

First of all, I would like to say to you, sir, and to all the members 
of the committee, we would welcome your coming to visit sometime to 
see our operations, either in Baltimore or any of the field offices, an- 
nounced or unannounced. We would be glad to have you come. 

These electronic machines that we are using today are of limited 
capacity in that they cannot be applied to all of our operations as yet, 
but the IBM Co. has developed one computer that we use in the 
computation of benefits. To show you the speed with which that 
operates, we punch a card with the total wages of the individual over 
the whole period of his work history. We show in that same card the 
divisor in order to arrive at an average monthly rate, and we feed 
those cards into a machine, this electronic computer. It computes the 
benefit under the formula of the law by taking 55 percent of the first 
$100 of average wages, and 15 percent of the average wages above 
that, and it computes those benefits at the rate of 100 a minute. 

Then we can turn the cards over and put them into another pocket 
at the machine and then a separate set of counters verifies the compu- 
tation to be sure that nothing has gone wrong. That is done at the 
same rate of speed, so we really get our calculation of benefit compu- 
tation at the rate of 50 per minute, and that has saved substantial time. 
That method replaced a manual computation that we had to make 
before in applying the formula which is stated in the law, to the 
average monthly wage. 

Mr. Jensen. Of course you know without my telling you that most 
every department and agency and bureau and commission of govern- 
ment has for too many years employed a lot of extra people every time 
Congress amends a bill which gives them reason to come before our 
committees and say—‘*Now, you have amended this bill; you have 
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provided for something which necessitates more work,” and so the) 
have been hiring employees on top of employees, which I knoy 
many instances were not justified. 

In private industry, when the private businessman finds that he has 
more work to do, his employees simply roll up their sleeves and do a 
little more work. They just increase their tempo and get the job 
done, but it has not been handled that way in Government. That is 
why I am always skeptical in matters of this kind as to whether or 
the work could not have been done with the same number of tlovees 
if they had stepped up their tempo just a little bit and done the job 
without additional expense. 

[ am not well enough versed, of course, in your Department to 
accuse you of doing ¢ anything of the sort, but if you are not guilty 
of it you are pretty much in the exception class, I would say, Mr. 
Pogge, because I happen to know a little bit about some of the rest of 
them. 

I do hope that after you get this thing in hand and get these app! 
tions adjudicated you can cut down the number of employees, bec 
then the biggest job will be in sending out the checks. 

Mr. Poser. That will eventually be the largest job; yes. 

Mr. JeNseN. Then certainly your personnel could be reduced. 

Now, I notice you project this work until the year 2000. How many 
people do you have working on the job of estimating what is going 
to happen in the year 2000? I hope that you do not have too many 
on that job. 

Mr. Poacer. No,sir. That is not a continuing estimating job, either. 
As a matter of fact, most of the estimating ‘of that is done | ry the 
actuary for the Social Security Administration. 

On the matter, sir, of production. by employees, and ll Ol 
not our employees are loafing or giving the Government a full da. 
work, we are rather proud of our accomplishments in that iinet. | 
think I pointed out earlier we are fortunate in this program in this 
respect : Most of our work is in measurable quantities. For example, 
in our Acounting Operations Division, where we maintain these wage 
records, we have them broken down into minute divisions and pro 
esses. We have a standard of performance for every sorting-machine 
operator, for every punching-machine operator, and for almost every 
operation, and there are hundreds of them. We have set standards 
of performance which we think compare and we know compare favor 
ably with industrial production. 

We invite a number of business people to visit our installation, 
because we are to no small extent dependent upon the full and com 
plete reporting by employers under this system so that we have a 
minimum of difficulty with the wage reports. It is partly an educa- 
tional system. 

Just recently we had a group of representatives of business firms 
in the Pittsburgh area visit us, and it was very pleasing for us to 
have them say ‘that they thought we were running a very efficient 
shop. They compared production of our key -punch operators with 
the production they were getting and, as I say, we compared favorably. 

In the matter of overtime, this has all been on a voluntary basis. 
You cannot quite completely measure the overtime. The overtime that 
we have reflected here as being paid for is not all of the overtime we 
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are working. I was just talking to a group of our field-office people, 
and they say it has become necessary for them to take some of their 
instructions home with them and read them at home, because the vy do 
not have time to read them in the office. They are so pressed with 
business—people in from the public, to file cl: tims—that they cannot 
take time out to keep up with the instructions. None of that overtime 
is chibel for. 

We think we have a fine esprit de corps in the organization. I am 
pleased, as I go around the country, to see that our people are dedicated 
to this service. They do have a unique opportunity of satisfaction that 
comes from doing a good job and from being able to pay benefits 
objectively to people in these too sore times of need, when the older 
people are no longer able to work and on the occasions when the bread- 
winner dies and leaves a young widow and children, and they get a 
creat deal of satisfaction out of that. 

I say again I would like for you and all the other members of the 
committee, whenever they can, to visit some of our establishments 
and to come over to Baltimore and see our operations, and perhaps 
judge better for yourselves than I can tell you here as to — we are 
doing business and whether or not we are really efficient, 

One measure of our efficiency can be gaged from elie i veths of our 
total administrative expenses to the revenues of the program. That 
is © Measurement used sometimes in the life-insurance business. We 
feel in that respect that we perhaps have a special obligation, since 
our administrative expenses came out of the same trust fund that pro- 
vides for the benefit payments. It behooves us to see that nothing in an 
undue amount is diverted for administrative expenses, but rather that 
the maximum amount is left for the payment of benefits. For this year 
our administrative expenses will require only about 214 cents out of 
every tax dollar for the total administration of this program ; not only 
the expenses of the Bureau of Old Age and Survivors Insurance but 
also the expenses of the Bureau of Internal Revenue in collecting the 
taxes and the expenses of the Treasury Department in writing the 
checks. We hope that we can reduce that. 

Mr. Jensen. Thank you, Mr. Pogge. I am sure that if all of your 
employees are as well informed and as interested in their jobs as you 
apparently are that you must have a pretty good organization, be- 

cause I am impressed by the fact that you answer all of the questions 
without turning to too many of your other coworkers and saying: 
“How about that? Can you answer that ?” 

Mr. Pocar. Thank you, sir. 

Mr. Jensen. We always like it when the headman knows his business 
and can answer questions. Thank you. 

Mr. Buner. Mr. Pogge, there are a couple of items here I should like 
to get a little more information on. I could not quite follow the figures 
you gave Mr. Jensen. 

How many employees do you now have ? 

Mr. Poaer. Near the end of January we had already added some 
employees over and above the amount that our regular appropriation 
would finance. Near the end of January we had a total of 14,442. 
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TRAINING NEW EMPLOYEES 


Mr. Bupeer. You have an item on page 16 of $258,400 for training of 
new employees. Have you divided the number of new employees int; 
that figure to determine how much the cost is to train a new employee 
to work in your agency? 

Mr. Poser. Yes, sir; that contemplates a 1-month training period, 
That is the minimum before they can become reasonably productive in 
our business. As a matter of fact, in the claims work it requires 
more nearly a 3-month period before they can become fully pro- 
ductive. 

Mr. Buper. How much is that per employee? That does not seem 
to jibe with your figures here. 

Mr. Poser. It is the man’s salary, for each employee trained. In 
other words, there is a 1-month allowance. 

Mr. Bussey. Will you yield just a minute, Mr. Budge? 

Mr. Buper. Yes. 

Mr. Bussey. Does that $258,400 take in the salary of the one being 
trained as = as the one doing the training? 

Mr. Poecr. Primarily all of the salar y is ; for the one being oe 
Training is T hinoalien by the supervisors and a small staff. For the 
most part it is training on the job. In the field office it would be ; ie 
manager or the assist: int mans iger. In the Claims Office it would be 
a supervisor in charge of the unit. For the most part it is training 
on the job, absorbed in our general administrative cost. 

This $258,000 represents primarily all of the salary of the new 
employee who is not yet in production. 


Mr. Srernens. That, Mr. Chairman, is nonproductive time. That 
is a man whom you put on the job who does not produce until he 
learns how to do it. 


INQUIRIES 


Mr. Boner. All right. Let us take up this figure of 300,000 in- 
quiries as shown on page 17. I assume, since it is in round numbers, 
that that is an estimate. How many of those are oral inquiries? 
What is the percentage? 

Mr. Pocer. About 80 percent are oral, so I understand. 

Mr. Buner. Yet you still have a unit cost of 60 cents per inquiry, 
with 80 percent of them oral? 

Mr. Pocer. Mr. Branham, would you like to answer that? 

Mr. Brannam., Yes. Actually, Mr. Budge, those require more time 
than a written reply to an inquiry, in that the individual comes into 
the office and it is rather difficult to explain this disability freeze 
provision written into the law, explaining why the Congress wrote 
that into the law, in that it is not contemplated that any benefits 
shall be paid at the present time or any claims shall be filed. Those 
interviews will take from 15 to 45 minutes. 

Mr. Poser. And we have to bear in mind, I think, that those in- 
quiries are going to come primarily from people who are disabled, 
who have nothing else to do, who come in to visit your field offices. 
who have to almost be seated for the interview. To the extent that 
we can, we try to cut it down. I might say that under the pressure 
of business we curtail our interviews perhaps more than we should. 
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{hat is not only in this area, but in our interviews in the general-claims 
work, also. We have had to do it to get the business out, in view of 
that large pending load that we have. 


RATE OF EXPENDITURES 


Mr. Buper. I have one further question. Is the requested amount 
in direct ratio to the accelerated spending which was approved by the 
Pureau of the Budget? 

Mr. FurrerMan. “We are well within that sum of spending set by 
the Bureau of the Budget. The Bureau of the Budget permitted us 
to spend approximately | $32 million in the first half. “We were within 
$300,000 of that amount. We will be within the accelerated appor- 
tionment which they made for us in the third quarter. In other 
words, our plans were geared to the deficiency allowance made by 
the Bureau of the Budget, of which they notified the Congress in 
accordance with the law. 

Mr. Buper. And this request, then, is within the accelerated spend- 
ing author ized by the Bureau of the Budget? 

Mr. Furrerman. That is right, sir. 


USE OF BUSINESS MACHINES 


Mr. Frrnanpez. You spoke awhile ago of the lack of increase in 
the low-salary personnel. I take it that ‘the cale ‘ulating machines and 
other new equipment also keep them from increasing. 

Mr. Poccr. Yes. In any place where we can introduce new mechani- 


cal devices or new proc edures, it has a tendency to reduce our total 
personnel requirements. It would not necessarily, sir, reduce the 
average grade of personnel. In other words, to the extent that you 
would find greater opportunities to effect improvements in our wage 
record operations, that would reduce the number of the lower-gr: ade 
personnel that you would require, but by the very nature of that fact 
it might increase the average grade if you are not able to make a 
comparable reduction in the higher priced workloads, such as claims. 

Mr. Frernanpez. Roughly, to what extent have these electronic 
machines and other new inventions tended to do that ¢ 

Mr. Pocer. Well, I do not have the figures immediately available, as 
to the extent of the sav ing. You mean ‘the amount of sav ing we have 
been able to produce by reason of these electronic machines ? 

Mr. Fernanpez. That is right. 

Mr. Poacr. As I say, they are limited to just one phase of the work, 
and that was the computation of the benefits. I have no doubt that 
, has made it possible for us to keep from hiring a substantial num- 
ber of additional people. I find that to be true right at the moment. 

I might say we are equally anxious to apply the theory of electronics 
to many of our other operations. The computation of this benefit 
is a very small part of our wage-record operations. It occupies a 
very small part physically of our plant. If we can apply electronics 
to other areas of our wage-record operations, it will produce much 
more in the way of savings than in this very limited area 

As I say, we are diligently alert to that and we have been in touch 
with the Bureau of Standards and have them doing some research 
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for us inthis area. Weare hopeful that in the not too distant fu 
that may be possible. Today they have not yet arrived at a mac! 
which is adaptable for our general purposes. We have high ho), 
that that will come about. 

There are also developments in the photographic field which 
some promise for us, which we are following very closely. 

Mr. Fernanpez. That is all, Mr. Chairman. Thank you. 


SPACE REQUIREMENTS 


Mr. Jensen. I presume your agency rents space for most of 
offices. The Government does not own the buildings which you occu) 
does it? 

Mr. Poaccr. The Government does own some of the space whic! 
occupy in our field offices and in one area office. For example, in th 
area office in Philadelphia it is in the Customhouse Building. Son. 
of our field offices are in post office space, but the trend there genera|| 
has been to move us out of Government-owned space into commercia 
space. 

Mr. Jensen. Why? 

Mr. Poccr. W ell, maybe they had more pressing needs from - 

Veterans’ Administr ation or other organizations, which perhaps h 
a higher priority than we did. 

Mr. Jensen. Do you know how many square feet are being rente 
at this time for your agency, in the field offices and in the area offices 
and your central office ? 

Mr. FurrerMan. I might have a fairly close figure on that. 

Mr. Jensen. Just furnish it for the record, and give the cost to thi 
Federal Government also. 

Mr. Poger. Yes, sir. 

(The information is as follows :) 


Square feet and annual rental, by major organization, as of Jan. 1, 1953 


Organization Square feet ' | Annu 


Central offices ‘ 109, 014 
Division of Accounting Operations. - .. -- 520, 148 
Area offices : y mereek 369, 828 
Field offices. . . ‘ | 864, 131 | 


Bureau total ’ ; | | 863, 121 | 


| Includes 298,624 square feet of Government-owned rent-free space. 


Mr. Jensen. That is something, I suppose, that is not being paid 
from the same fund as the employ ees are paid from. 

Mr. Poccr. The commercial space is paid from the same fund. 

Mr. JENSEN. It is? 

Mr. Poser. Yes, sir. For example, we are in very poor quarters in 
Baltimore. We are occupying parts of six buildings. We are scat- 
tered around pretty badly over there. We are paying commercial 
rent in each one of those places, and that rent comes from the same 
trust fund from which the salaries are paid, from which the benefits 
are paid, and so on. 
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Mr. Jensen. I see from your justifications that appropriations to 
late for 1953 provide $4,425,751 for rents and utilities services; and 

this supplemental request you are asking for an additional $157,- 
350. Would it not be possible for you to get along with the same 
lice space as you are now occupy ing ? 

Mr. Poecr. A substantial portion of that item, sir, was not for the 
rental of space but was for the rental of the IBM machines used in 
this job of recomputing the benefits of the 4.6 million on the roll and in 

e job of handling the increased claims work. 

Mr. Jensen. All right. Have you rented more office space because 
of this added responsibility under the 1953 amendment ? 

Mr. FurrerMan. Not directly; not that I know of. 

Mr. Poeer. Not directly attributable to this increase. I suppose 
that there may have been a few rare instances where, if we had to add 
people to a field staff and the quarters that they had at that time were 
not adequate, we may have had to rent an additional room. Those 
would be, I think, relatively rare instances. The bulk of the item 
here that you spoke of in terms of money was attributable to the rental 
of machines for the conversion and claims jobs. 

Mr. Jensen. Isee. Thank you, Mr. Chairman. 

Mr. Buspey. Thank you, Mr. Pogge and gentlemen. 

Mr. Poger. Thank you very much, gentlemen. 

Fripay, Fesruary 6, 1953. 


JUREAU OF Pusiic ASSISTANCE 
WITNESSES 


JANE M. HOEY, DIRECTOR 

KATHRYN D. GOODWIN, ASSOCIATE DIRECTOR 

ANDREW R. N. TRUELSON, EXECUTIVE OFFICER 

DOROTHY B. WEST, CHIEF, OPERATING STATISTICS BRANCH 

ROY L. WYNKOOP, ADMINISTRATIVE OFFICER, SOCIAL SECURITY 
ADMINISTRATION 

M. A. STEPHENS, BUDGET OFFICER, FEDERAL SECURITY AGENCY 


GRANTS TO STATES FOR Pusiic ASSISTANCE 


Mr. Bussey. The committee will come to order. 

We have before us for consideration a supplemental request for 
*340,000,000 for grants to States for public assistance. 

Miss Hoey, I would appreciate it if you would, in your statement, 
also include a few remarks on the general background of the program 
‘or the benefit of the new members of our committee. 


GENERAL STATEMENT 


Miss Hory. I will be glad to do so. 

Yesterday Mr. Pogge discussed with the committee the social- 
-ecurity-insurance program for the retired aged and survivors. I am 
very glad to have the opportunity of discussing the four assistance 
programs established by the Social Security Act—involving Federal 
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grants-in-aid to the States for old-age assistance, aid to the depende: 
children, aid to the blind, and aid to the permanently and totally di 
abled who are in need. 

Under the terms of the Social Security Act a State wishing t 
request Federal funds for one or more of the public-assistance pro 
grams submits a plan for each program. The States are responsible 
for developing plans of operation that conform to the specific re- 
quirements of the Federal Act and for the administration of tly 
assistance programs in accordance with these plans. However, sub 
stantial latitude is allowed to the States under the law in determining 
how their programs shall be organized and administered: who shal 
be eligible for assistance; and how much assistance eligible pe _ ‘ 
shall receive. The characteristics of the individual plans for the 
operation of the programs vary from State to State, in many Satiosts 
reflecting differences such as economic resources and established pat 
terns of State and local governments. 

With reference to this supplemental request, I have a statement 
which I should like to read. 

Under titles I, IV, X, and XIV of the Social Security Act the 
Federal Government makes grants to the States for assistance and 
administration of four programs of public assistance—old-age assist 
ance, aid to dependent children, aid to the blind, and aid to the 
permanently and totally disabled. Grants to States under all fow 
public-assistance programs are made on the basis of plans submitted d 
by the States which have been approved as meeting the requirement 
of the Social Security Act. Approval of a State plan commits the 
Federal Government to make grants-in-aid to the State in accordance 
with the grant procedures and financial provisions specified in the 
act. 

The need for funds in addition to the 1953 regular appropiration 

of $1,000,000,000 is due in part to the 1952 amendments to these titles 
contained in Public aw 590, Eighty-second Congress and in part t: 
the fact that the number of recipients of assistance has declined less 
rapidly that was anticipated by the Congress at the time the regular 
appropriation was approved. The 1952 amendments were enacted 
after the regular appropriation was passed and became effective o1 
October 1, 1952. These amendments increased the rate of Federal 
participation in assistance payments in all programs and jurisdictions, 
except Puerto Rico and the Virgin Islands, by raising the maximums 
on the amount of the payment in which the Federal Government shares 
and by changing the formula for computing the Federal share. A 
description of the specific changes appears on page 6 and 7 of the 
justification statement we have submitted in support of this request. 
It is estimated that about $144,000,000 of the additional funds required 
is due to these amendments. 

The 1950 amendments in extending the four categories of assistance 
to Puerto Rico and the Virgin Islands specified a lower rate of Fed- 
eral participation and placed annual maximums on the Federal grants 
amounting to $4,250,000 for Puerto Rico and $160,000 for the Virgin 
Islands. It is important to note that the Federal grants to Puerto 
Rico for the first 3 quarters of 1953 approximate $3,600,000. Thus 
there remains of the $4,250,000 legislative limitation only $650,000 
for the fourth quarter, which is only about one-half of estimated re- 
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quirements for that quarter. This indicates that Puerto Rico has 
taken full advantage of the matching provisions under the current 
limitation. 

[ should like to discuss briefly the estimates of recipients and aver- 
age payments on which the estimate of Federal fund requirements 
for the fiscal year 1953 is based. 

For all programs, data for the first quarter of the fiscal year were 
taken from reports of actual expenditures submitted by State agencies. 
Data for subsequent quarters are based on October 1952 data sub- 
mitted by State agencies from which estimates for the remainder of 
the second quarter and for the third and fourth quarters were pro- 
jec ‘ted. 

' Tt is estimated that after October 1952 the number of recipients of 
old-age assistance will decline at an average monthly rate of 10,000; 

and that in aid to dependent children, the average ‘monthly rate of 
decline will be 18,300 persons. Both rates of dec line are considerably 
higher than those that prevailed in the preceding 12 months. In old- 
age assistance, the average number of recipients for the year is esti- 
mated at 2,629,600, and in aid to dependent children at 1,948,300 per- 
sons—children and adults. In aid to the blind the average number of 
recipients for the year is estimated at 98,000; after Oc tober 1952 an 
average monthly increase of 56 is estimated because the amendment, 
effective July 1, 1952, exempting $50 of income earned by recipients 
from consideration in determining eligibility and the amount of the 
assistance payment will make a somewhat larger group eligible. In 
the program of aid to the permanently and totally disabled, the aver- 
age number of recipients for the year is estimated at 160,800, with a 
monthly rate of increase after October 1952 of about 1,550; this is a 
considerably lower rate of growth for this new program than obtained 
in the preceding year. 

For all programs, it is estimated that the average monthly payment 
per recipient and the Federal share thereof will continue to increase 
gradually throughout the remainder of the fiscal year as a result of 
the continuing effect of the 1952 amendments. Though most of the 
States indicated that the full effect of the amendments was reflected in 
the October payments, some States reported that the full effect would 
not be reflected until later months. In addition, some States that made 
no upward change in payments in relation to the amendments are 
expected in the course of the year to follow their established practice 
of increasing payments to give effect to changes in living costs. It 
should be pointed out that under the 1952 amendments, even if no 
increase in the total average payment occurred, the Federal anata in 
all but one or two States went up automatically at least $2.50 per 
recipient per month in the adult categories and $1.50 per recipient per 
month in aid to dependent children. In old-age assistance and aid to 
dependent children the estimated average payments also take account 
of the reduction that is due to the larger benefits payable under the 
old-age and survivors insurance program, also effective with the month 
of October 1952. 

The system of grants for public assistance established under the 
Social Security Act provides for quarterly advances to States on the 
basis of estimates and for adjusting the amounts granted by adding to 
or deducting from subsequent grants on the basis of the States’ actual 
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expenditures. All grants are certified to the United States Trea 
prior to the beginning of a quarter, unless there are instances of px 
ing questions of conformity, unavailability of Federal funds, or fail ire 
of a State to submit required reports. For the convenience of 
Treasury, the grants to States are scheduled for payment in mon thly 
installments, but in all other respects grant operations are on a quai 
terly basis. Any balance of funds not granted to States at the end of 
a fiscal vear reverts to the United States Treasury. 

The States have likewise adopted definite operating proce 
for the time and method of making payments to recipients whicl 
dependent on Federal processes as well as on State and local gov: 
mental fiscal operations. States usually make monthly payments | 
recipients at the beginning of the month, regularly, and on set dates 
Thus, recipients know when they may expect their checks and can }) 
to meet their needs and obligations accordingly. To accomplish 
Federal funds must be disbursed to 57 State agencies: in turn. t 
funds. in one-third of the States, augmented with State funds, «a: 
then disbursed to about 1450 local governmental units, all with: 
short space of time. All of the Federal procedures for receivine a 
reviewing State expenditure reports and estimates, and certify 
payments to States, are geared to carrving out this process as accurate 
ly and responsibly as possible in relation to the disbursement dates ot 
the States. Any substantial change in the Federal process sucli : 
special fisea] adjustments or del: ays in certification of grants to State 
sets in motion a chain of actions involving States and local units o 
government. In order that monthly payments can be made to ¢! 
States in accordance with the established schedule we urge early co 
sideration of the request for a supplemental appropriation. 

In our justification statement in support of the supplemental 
quest, we state that the estimate of $340,000,000 is based on the » 
sumption that there will be no carry-over of Federal balances in thi 
States at the end of this fiscal year. This denarture from the usiial 
grant process will require a auhadenaliie adjustment in the States’ 
fiscal procedures. In addition it will mean that the States will lia 
to supply additional information as to any balances they can anti 
pate for the third quarter so that grants for the fourth quarter ca 
give effect to such anticipated bs alances. Furthermore, estimates su 
mitted by the States of their requirements from Federal funds f 
the fourth quarter must in fact be identieal with or less than thei 
actual expenditures. Such precise estimates are extremely difficult 
to achieve in view of the fact that all applicants who are found 
eligible must be granted assistance and the exact effect of upward 
adjustments in assistance payments to reflect changes in living costs 
cannot be predicted. If our efforts to eliminate all balances of Fed- 
eral funds in the States at the end of the fiscal year are not successful. 
it will be necessary either to submit a second supplemental request o! 
to draw on the appropriation for 1954 for any additional amount 
that may be needed for grants for 1953. 

In order to provide committee members with Federal grant dats 
regarding the need for a supplemental appropriation of $ $34.0,000,000 
1 have a table you may want to include in the record. This table 
provides more recent information on Federal expenditures than tha 
shown as of December 31, 1952, in the justification statement sub- 
mitted earlier to the committee. 
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In brief, we are required to advance grants to States for public 
assistance and we are short approximately $18,000,000 for March pay- 
ments. These payments should be made between February 10 and 20 
in order that States may make their payments to recipients early in 
March. We have no Federal funds for public assistance for the quar- 
ter beginning April 1 through June 30, 1953. $322,000,000 is needed 
for that quarter and should be paid to the States between March 10 
and 20. I therefore urge early consideration of this supplemental 
request. 

Mr. Bussey. Thank you. We will put the table in the hearings at 
this point. 

(The table referred to is as follows :) 

The following table provides information on Federal payments made to States 
as of February 4, 1953, and the estimated payments to be made for the balance 
of the fiscal year: 

Regular appropriation for 1953 : $1, 000, 000, 000 
Less amount used from 1953 appropriation to complete payments 
for 1952_- ts sii iets ; & i si 22, 405, 162 


Balance available for 1953 payments__ nee : 977, 594, S38 
Less payments made to States as of Feb. 4, 1953: 
Payments for first quarter________--____-__-__$307, 553, 970 
Payments for second quarter 352, 423, OS4 
Payments for part of third quarter E 217, 112,129 
Total__.- — 


Balance available for making payments after Feb. 4, 
1953_— ee : 
Amounts of payments yet to be made to complete third quarter 


grants, which total $335,556,926___ — . sires , 444, 


Additional funds needed to complete third quarter 
payments_ pees a = 17, 939, 

Additional funds required to make estimated fourth quarter 

payments on the assumption that no baiances of Federal funds 
in the States will be carried over from 1953 to 1954__ 322, 060, 


Suplemental requirements ‘ 340. 000, O00 
SUMMARY OF 1952 AMENDMENTS 


Mr. Bussey. We will also put in the hearings at this point the sec 
tion, 1952 amendments, that appears on page 6, and the table on 
page 7. 


(The matter referred to is as follows:) 
1952 AMENDMENTS 


Under the 1952 amendments, which became effective October 1, 1952, addi 
tional Federal funds were made available to all jurisdictions, except Puerto 
Rico and the Virgin Islands, by raising the maximum on the amounts of the 
payments in-which the Federal Government shares and by changing the formula 
for computing the Federal share. The maximums on individual assistance pay 
ments subject to Federal participation were raised. from $50 to $55 per month 
in the adult categories (old-age assistance, aid to the blind, and aid to the 
permanently and totally disabled) ; and for aid to dependent children, from $27 
for the first child, $18 for each additional child, and $27 for a needy adult 
relative with whom any dependent child is living, to $30, $21, and $30, respec 
tively, per month. The Federal share was changed as follows: 





Change in Federal share 
Program —— 


From— To 


Old-age assistance ; ....---| % of first $20 of | % of first $25 
Aid to the blind J average payment age paymen 
Aid to the permanently and totally disabled __-_- sasat’ guas 
\% the remainder within the Feder 
maximums 
Aid to dependent children c : ‘ % of first $12 of the | 4¢ of the first § 
average payment average pay 
per person plus per person pl 
16 the remainder within the Feder 
maximums 


In the table below, supporting detail is given for each program on the 
age monthly number of recipients, the average monthly payment per recipient 
the total amount for assistance payments, and the percent from Federal funds 
For all programs, data for the first quarter were taken from reports submitted 
by State agencies. Data for subsequent quarters are based on October data 
submitted by State agencies from which estimates for the remainder of the se 
ond quarter and for the third and fourth quarters were projected. 


Expenditures for as 
payments from Fed 


Average State, and local funds 


monthly 

payment 
per re- 
cipient 


| Average 
| monthly 
number of 
recipients 


Program 


| Percent fr 
Amount | Federal 
fund 


Old-age assistance 7 oa 2, 629, 600 $47. 6 $1, 502, 028, 000 | 


Aid to dependent children. tae seen 1, 948, 300 | 23. 1! 541, 261, 000 
Aid to the blind ‘ ‘ sin 98, 000 51. 65 60, 740, 000 
Aid to the permanently and totally disabled 160, 800 ; 93, 393, 000 


BREAKDOWN OF REQUEST 


Mr. Bussey. As I understand it $144 million of this supplemental 
request for $340 million is due to the recent changes in the law ? 

Miss Horr. That is right. 

Mr. Bussey. And the remaining $196 million is needed largely 
because Congress did not previously appropriate enough money to 

‘arry out the old law? 

Miss Hory. That is right. 

Mr. Bussey. As I recall it, the budget for 1953 was cut $140 
million. 

Miss Hoey. That is right; by Congress. It had previously been 
cut by the Budget Bureau. 


STATE ADMINISTRATIVE COSTS 


Mr. Bussey. How does the new law increase the States’ adminis- 
trative costs? 

Miss Horry. The increase in grants would not increase the adminis- 
trative costs. 

Mr. Bussey. The amendments passed by the Congress last yea 
would not increase the States’ administrative costs? 

Miss Horry. Not administrative costs; the assistance costs. 

Mr. Bussey. But no increase in administrative costs ? 
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Miss Horry. No. There may have been some because they had to 
recompute the basis for Federal grants. They may have had to have 
some extra help, but it would be a relatively small amount. It is 
mostly the assistance cost. 


CONTROL OF EXPENDITURE 


Mr. Bussey. Do you have any administrative control whatsoever 
over the amounts paid to recipients out of Federal funds? 

Miss Hory. No. The State sets up its way of determining need. 
They decide what it is everybody needs—food, clothing, medical care, 
and so forth—depending on the State’s resources. They determine 
whether some people may need an extra amount—for medical care, 
for example; or that some may need a telephone, like a blind or 
disabled person. 

One of the great difficulties in determining the amount to be paid 
is that the person does not have to be totally destitute, so they have 
to evaluate whatever resources a person has. It might be a house, 
a garden, insurance, or money in the bank. The assistance grant is 
the difference between the individual’s own resources and his need. 
In some States it is a flat grant minus income, like in California. 
The decision is left with the States. 


DECREASE IN STATE ADMINISTRATIVE COSTS 


Mr. Bussey. On page 4 of your justifications, under item 2, “State 
and local administration,” you are asking for an increase of $20,230,- 
077 for fiscal 1953. That seems to me to be a considerable increase in 
the administrative cost. 

Miss Hory. Mrs. West, will you speak to that ? 

Mrs. West. That figure has to be explained in the light of the figures 
that appear in the first column. 

When we got the appropriation of $1 billion for 1953, we merely 
distributed that more or less arbitrarily. We did not know where Con- 
vress intended the cut to be made. We could not make a realistic dis- 
tribution, so it is cut all the way down the line.. This does not repre- 
sent what the administrative expenses were anticipated to be except 
in terms of distributing the money that would be available. When we 
made our revisions, we had a more realistic figure. 

Does that answer your question ? 

Miss Hory. The administrative cost is about a $2 million increase 
over 1952. 

Mr. Truetson. I think it would help if we had the 1952 column on 
this green sheet. The Federal share for administration in 1952 was 
$76,876,201; for 1953 it is estimated at $79,599,829. 

Mr. Bussey. You do have a duty under the law to determine whether 
or not each State’s budget for administrative costs, of which the Fed- 
eral Government pays half, is reasonable and proper ? 

Miss Hory. Yes. 

Mr. Bussey. What method do you use in checking on whether it 
is reasonable and proper ? 

Miss Horr. Of course, we keep very careful records so that if a State 
asks for something that is unreasonable as compared with other States, 
we have some basis for judgment. 
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We have information for judging whether the request of a Stat 
reasonable or not, depending on the number of workers, the case load. 
and whatever the items are. Those items are reviewed by us to see 

they appear to be reasonable or not. 

Mr. Bussey. Do you maintain statistics in your office in such a wa 
that you can determine how the administrative cost of each State co 
pares with the others? 

Miss Hory. Yes, because we have to pay half the cost. 

Mr. Bussey. I was thinking in terms of the cost in each State yx 
unit of workload. 

Miss Hory. Yes. 

Mr. Bussey. Does that run pretty uniformly in the States / 

Miss Hory. A chart like this [indicating chart] will show the 
ministrative cost for each of the categories for each of the State: 
This is the average for each category. 

Mr. Bussey. So you can tell from this chart how each compar 
with the national average ? 

Miss Horry. Yes. That is an area in which a great deal of 
should be done in addition to what we are doing. 

Mr. Bussey. Why are the administrative costs in Puerto Rico s 
high ? 

Miss Horry. Puerto Rico and the Virgin Islands were only brought 
under the act in 1950. Puerto Rico had a terrific backlog of work. 
They put on a large staff to clear it up. That would not be a co 
tinulng cost. 

Mr. Wynkoop. Puerto Rico’s payments are so low that it raises 
the percentage spent for administration. 

Mr. Fernanvez. That would be true elsewhere. 

Mr. Wywnxoor. Yes; but it is particularly true in Puerto Rico 


COSTS BY QUARTER 


Mr. Fernanpez. I notice for the third quarter payments 
are $335,556,926, and for the second quarter, $352,423,084. Why the 
decrease in the third quarter in view of the fact the cost is increasing 

Mrs. West. There -are certain adjustments made from the preced- 
ing quarters. This is the cash advanced to the States, so that if a 
State overestimated in a preceding quarter, you would have a larger 
adjustment in the third quarter. We have asked the States to submit 
additional reports so that in the third-quarter grants, instead of 
making adjustments only for the second preceding quarter, we mace 
all the adjustments up to that point, to conserve our funds as much 
as possible for the third quarter. 

Mr. Fernanpez. The answer is that the reduction represents an 
adjustment of overpayments in the second and first quarters? 

Miss Horry. That is right. 

Mrs. West. And some overpayments for the second quarter would 
not ordinarily have been reflected until the fourth quarter, but we 
took them into consideration in the third quarter. 

Miss Horry. There has been a decrease in old-age assistance and aid 
to dependent children since 1950 as the old-age and survivors insur- 
ance program was extended and payments increased. 
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INCREASE IN STATE ADMINISTRATIVE COSTS 


Mr. Buper. Why do we have this $2 million-plus increase in admin- 
istrative cost ¢ 

Miss Hory. The States had to put the 14 amendments of 1950 into 
effect. Some of these did not go into effect until 1952 and 1953. That 
meant extra work. Also they would have extra work in connection 
with recomputing grants. 

Mrs. West. We do have a chart that shows the relationship between 
the staff of the agencies and the caseload. During this period the 
caseload was rising. I think the answer to your question is that with 
the rising cost of living the State agencies have had to make increases 
n salaries. We made a survey in 1950 of the salaries paid to people 
in the public-assistance agencies, and found they were extremely low. 

Miss Horry. About $2,500 a year is the average for caseworkers. 

Mrs. Wesr. And some States have had to increase the salaries of 
their workers. Some are still lagging behind. But it is not additional 
staffs, but rather that they have to pay more salary than they have 
heretofore. 

Mr. Buper. This justification does not show, and I suppose it would 
be difficult to show a State breakdown of caseload per employee: 
but there should be some time, with the caseload dropping, that the 
administrative cost would at least level off. 

Miss Hory. The caseloads per worker have been so terrifically high 
nsome States. I think we probably have enough data to show what 
that cost is, but I think Mrs. West is right that the increase in ad- 
ministrative cost is due to an increase in salaries. 

Mr. Buver. If the salaries have gone up and the caseload has come 
down, there shculd not be an increase. 

Miss Hory. I think that is right. I meant for the future. 

Mrs. West. In some States the staff is carrying 300 cases per 
worker. 


RECENT REVIEW OF ESTIMATE 


Mr. Bussey. Since this request for $340,000,000 was prepared, has 
it been reviewed to see if it might be revised downward ¢ 

Miss Hory. We think it is low now. That is why I mentioned we 
might have to come back for another supplemental. We are assum- 
ing that all Federal balances left in the States will be given account 
in making the fourth quarter grant. I think the States will have 
great dificulty in coming out just even on Federal funds at the end 
of the year; it is almost impossible, and we think this request may be 
iow. 

Mr. SrepHens. The request of the Bureau was for $371,500,000 and 
the Bureau of the Budget cut it to $340,000,000. 

Mr. Fernanprz. Would this requirement that they have no bal- 
ance at the end of the year increase the cost to the States? 

Miss Horry. It would to the States; yes. 

Mr, Fernanpez. I think it might be a healthy thing to do, though, 
unless the cost is significant. 

Mr. Bussey. Thank you very much. 
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SUBCOMMITTEE ON INTERIOR DEPARTMENT APPROPRIATIONS 
BEN F. JENSEN, Iowa, Chairman 


IVOR D. FENTON, Pennsylvania MICHAEL J. KIRWAN, Ohio 
HAMER H. BUDGE, Idaho W. F. NORRELL, Arkansas 


Turspay, Fesruary 3, 1953 
DEPARTMENT OF THE INTERIOR 
Research in the Utilization of Saline Water 
WITNESSES 


GOODRICH W. LINEWEAVER, SECRETARY’S REPRESENTATIVE 
DAVID 8S. JENKINS, COORDINATOR 


N. B. BENNETT, ASSISTANT DIRECTOR OF PROJECT PLANNING 


Amounts available for obligation 


Presently Revised 
, : Diffaray 
available estimate Diff 


Appropriation or estimate — $125, 000 | $400, 000 
Obligations by activities 


; Presently Revised 
yescript 7 3 Is 
Deseription available estimate 


1. Departmental 
Research coordination and administration ; $44, N00 $46, 200 
E valuation of research and processes 25, 000 35, 000 
2. Nondepartmental: Research and evaluation of processes 
(consultants, contracts and grants) 56, 000 318, 200 


Total 


125, 000 100, 900 


Obligations by objects 


. . Presently Revised es- 
Object classific: : io iffers 
ject classification available timate Diff 


Summary of Personal services 


Total number of permanent positions 8 8 
Average number of all employees 10 13 
01 Personal services 
Permanent positions $57, 803 803 
Regular pay in excess of 52-week base 197 197 


Total, personal services 58, 000 38, 000 

02 Travel 8, 000 8, 000 
04 Communication services 300 500 
06 Printing and reproduction 1, 000 2, 000 
07 Other contractual services 12, 000 274, 800 
Paid to other agencies 4, 000 , 000 

08 Supplies and materials 200 200 
09 Equipment 1. 500 2, 500 
il Grants, subsidies, and contributions 40, 000 40, 000 


Obligations incurred : 125, 000 400, 000 


Mr. Jensen. Mr. Lineweaver, the Assistant Chief of the Bureau of 
Reclamation, is here to try as best he can to justify this $275,000 which 
is being requested for the saline-water program. 

You have some gentlemen with you, Mr. Lineweaver ? 

Mr. Lineweaver. Yes, sir. 
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Mr. Jensen. Would you introduce them ? 

Mr. Lineweaver. I have Mr. David S. Jenkins, who is head of the 
Coordinating Unit; Mr. N. B. Bennett, Assistant Director of Project 
Planning; and Mr. Joseph Strobel, of Mr. Jenkins’ staff in the Coor- 
din: ating U nit. And may I state that I am here more as the Secretary’s 
rep resentative than as Assistant Commissioner of Reclamation. This 
is a departmental function. 

Mr. JENSEN. You mean as Secretary McKay’s representative ? 

Mr. Linewraver. Yes, sir. I talked to the Secretar y regarding this 
program yesterday morning, and, when you are ready, I will tell you 
what he indicated to me. 


GENERAL STATEMENT 


This supplemental estimate of $275,000 grows out of the authoriza 
tion in Public Law 448, which was passed in the closing hours of the 
s2d Congress and signed by the President on July 3. On the same 
day, or the night before, on the floor of the Senate, at the instance of 
Senate Case, of South Dakota, $125,000 of the amount authorized 
under this bill was included in the last deficiency appropriation bill 
to get the program started. 

Mr. Jensen. For fiscal 1953 ? 

Mr. Lineweaver. For fiscal 1953; yes, sir. The House conferees 
accepted that amount, and that is what we are operating on now. 

Secretary Chapman, when the bill was finally passed, designated me 
as the Secretary’s representative to organize and initiate the program, 
which I did by setting up a C oordinating Unit, headed by Mr. Jenkins, 
and with Mr: Bennett as my principal ‘adviser in the matter 

The Secretary felt that because of the interest of the Bureau of 
Reclamation, the Geological Survey, and the Bureau of Mines in the 
saline-water program it should not be tied down definitely as a Bureau 
of Reclamation function. For that reason, Secretary Chapman 
thought the program ought to operate as a departmental function, and 
he drafted me as his representative to head it up and use the facilities 
of all three of the agencies to the extent that was desirable. 


RESTRICTIONS IN THE ACT 


The act, Public Law 448, is quite restrictive in many respects. It 
was combed over by the Senate Interior Committee considerably, and 
the scope of the program was reduced and restricted. In the same 
measure, the House committee also went over it. I do not know of 
any legislation in recent years that had more combing over than this 
bill did. 

I recall to your recollection, Mr. Chairman, that in 1949 in connec- 
tion with the second supplemental appropriation bill for 1950, we had 
an estimate of $500,000 up here for the Bureau of Reclamation to 
initiate this program. This committee took the position that despite 
an opinion by the Bureau’s chief counsel that the program was author- 
ized, we should go back and get authorizing legislation. Subsequent to 
that, legislation was introduced and was then } pending, and from 1950 
until last summer the legislative committees gave very thorough con- 
sideration to the measure. 

Among the restrictive features of Public Law 448 are several in 
which I assume the committee is directly interested, namely, the fact 
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that a 5-year program is authorized and it limits the total expenditures 
in that period to $2 million, and the departmental expenses for 
correlation and coordination of information over such 5-year peri we 
is not to exceed the sum of $500,000 or 25 percent of the total that is 
authorized. 

Further than that, Mr. Chairman, the legislation plainly states 
and I will submit a copy for the record of Public Law 448—that the 
principal work on this program must be done by grants in contr: Let 
for research and technical development work with private engineeri 


firms, research organizations, and educational institutions such as 
colleges and universities. The reason for that was that both com- 
mittees were very strongly of the opinion that the research ‘eae 
this field should be done by private enterprise or non-Federal acti 
ties, but that the program should be coordinated by an agency su 
as set up and authorized by this legislation. 

(The copy of the law referred to is as follows :) 


Pusiic LAw 448, 82p CoNGRESS 
CHAPTER 568, 2p SESSION 
H. R. 6578 


AN ACT To provide for research into and development of practical means 
economical production, from sea or other saline waters, of water suitable for agricult 
industrial, municipal, and other beneficial consumptive uses, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United Stat 
of America in Congress assembled, That, in view of the acute shortage of w 
in the arid areas of the Nation and elsewhere and the excessive use of unde 
ground waters throughout the Nation, it is the policy of the Congress to pré 
for the development of practicable low-cost means of producing from sea wat 
or from other saline waters, water of a quality suitable for agriculture, ind 
trial, municipal, and other beneficial consumptive uses on a seale sufficient 
determine the feasibility of the development of suc h production and distributio 
on a large-scale basis, for the purpose of conserving and increasing the water 
resources of the Nation. 

Sec. 2. In order to carry out the purposes of this Act, the Secretary of the Ir 
terior, acting through such agencies of the Department of the Interior as he may 
deem appropriate, is Aauthorized— 


(a) by means of research grants and contracts as set forth in subse 
tion (d) of this section to conduct research and technical development work 
to make careful engineering studies to ascertain the lowest investment an 
operating costs, and to determine the best plant designs and conditions of 
operation ; 

(b) to study methods for the recovery and marketing of byproducts re 
sulting from and incident to the production of water as herein provided 
for the purpose of ascertaining the possibilities of offsetting the costs of 
water production in any area by the commercial utilization of such products ; 

(c) to aequire, by purchase, license, lease, or donation, secret processes 
technical data, inventions, patent applications, patents, licenses, land and 
any interest in land (including water rights, easements, and leasehold i 
terests), plants and facilities, and other property or rights: Provided, That 
the land or other property acquired hereunder shall not exceed that neces 
sary to carry on the experiments and demonstrations for the purposes herein 
provided ; 

(d) to engage, by noncompetitive contract or otherwise, chemists, physi- 
cists, engineers, and such other personnel as may be deemed necessary, and 
any educational institution, scientific organization, or industrial or engineer- 
ing firm deemed suitable to do any part of the research or other work, and to 
the extent appropriate to correlate and coordinate the research and develop- 
ment work of such educational institutions, scientific organizations and in- 
dustrial and engineering firms; and 
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(e) to cooperate with any other Federal, State, or municipal department, 
agency, or instrumentality, and with any private person, firm, educational 
institution, or other organization in effectuating the purpose of this Act. 

Sec. 8. Research undertaken by the Secretary of the Interior under the au- 
thority contained in this Act shall be coordinated or conducted jointly with the 
Department of Defense to the geatest practicable extent compatible with military 
and security limitations, to the end that research and developments under this 
Act which are primarily of a civil nature will contribute to the defense of the 
Nation and that research and developments in the same field which are primarily 
of a military nature and are conducted by the Department of Defense will be 
made available to advance the purposes of this Act and to strengthen the Civil 
economy of the Nation. 

Sec. 4. The Secretary of the Interior is authorized, for the sole purpose of 
this Act, to dispose of all water and other products produced as a result of his 
operations under this Act pursuant to regulations to be prescribed by him: 
Provided, That nothing in this Act shall be construed to alter existing law with 
respect to the ownership and control of water. 

Sec. 5. All moneys received for products of the plants under this Act shall 
be paid into the Treasury as miscellaneous receipts. 

Sec. 6. The Secretary of the Interior shall make reports to the President and 
the Congress at the beginning of each regular session of the action taken or in- 
stituted by him under the provisions of this Act. The report shall include 
suitable recommendations for further legislation. 

Sec. 7. The Secretary of the Interior may issue rules and regulations to 
effectuate the purposes of this Act. 

Sec. & There are authorized to be appropriated, from any funds in the 
Treasury not otherwise appropriated, such sums, not to exceed $2,000,000, for 
a five-year period, to carry out the provisions of this Act: Provided, That de- 
purtmental expenses for the correlation and coordination of information over 
such five-year period shall not exceed the sum of $500,000: Provided further. 
That such departmental expenses shall be scheduled in equal amounts for each 
year of such period insofar as practicable. 

Approved July 3, 1952. 


PILOT PLANTS 


Mr. Lineweaver. Further than that, for your information, Mr. 
Chairman, may I say this, that while the bill was pending in the 
House the statement was conveyed to the Secretary that the House 
Interior Committee wanted further assurance that it was not the 
intention of the Department of the Interior to embark on a construc- 
tion program for the erection or operation of pilot plants. Secretary 
Chapman, by letter to Chairman Engle of the House Interior Ree- 
lamation Subcommittee, gave that assurance, and that was accepted 
by the House Interior Committee, and opposition to the bill was 
withdrawn. It is quite clear, also, that the research undertaken under 
this program shall be coordinated or conducted jointly with the De- 
partment of Defense to the greatest practical extent. 


SEA WATER AND INLAND WATER INVOLVED 


Now, there are two phases of the program that I feel should be 
explained to this committee. One is that the salt water conversion 
or the conversion of sea water to potable uses has been given great 
publicity and has attracted more attention, perhaps, than the second 
or corollary phases, which is the demineralization or purification of 
inland waters for irrigation, industrial, and domestic purposes. As 
a matter of fact, Mr. Chairman, the interest which finally resulted in 
this legislation sprang from the importance of demineralization by 
economic means of brackish and other waters of that character for 
irrigation. 


29310—53--—-23 





You can realize why that is true from the fact that in such States 
as South Dakota and Montana, where there is a scarcity of water fo 
irrigation and other purposes, the contamination that makes it unfit 
for irrigation is a very serious matter. The same thing is tri 
Arizona, New Mexico, Texas, Utah, and other Western States. Tha; 
ties the objectives of this corelated program of the demineralizat io; 
of brackish water right into the irrigation program. 


SETTING UP THE SALT WATER UNIT 


Now I would like to submit for the record, in addition to the 
the Secretary’s order No. 2710, setting up the salt water unit. 
(The order above referred to is as follows: ) 


DEPARTMENT OF HE INTERIOR, 
Washington, December 15, 195 
OrDER No. 2710 
Subject: Saline water conversion program. 

Section 1. Authorizing legislation.—Public Law 448, 82d Congress, authorized 
a program, “To provide for research into and development of practical means 
for the economical production, from sea or other saline waters, of water suitah\ 
for agricultural, industrial, municipal, and other beneficial consumptive uses 
and for other purposes.” 

Sec. 2. Departmental organization.—(a) A Secretary’s representative on the 
suline water conversion program, reporting directly to the Secretary, is estab 
lished with full responsibility for organizing, coordinating, and carrying for 
ward all phases of the program. This representative, with his immediate staff 
assistants, will operate as a part of the Office of the Secretary and shall develop 
and execute the program with the cooperation of the Bureau of Mines, the 
BRureau of Reclamation, and the Geological Survey. To assure and assist i1 
eoordinating departmental participation, there is created a departmental Salin 
Water Conversion Committee composed of representatives of the Geologica 
Survey, the Bureau of Mines, the Bureau of Reclamation, and the Division of 
Water and Power. This committee will assist in the development and review 
of the saline water conversion program and in the exchange of information and 
coordination of activities in connection with the program. In addition, repre 
sentatives of industry, educational and research institutions, and the public will 
be invited to advise the Secretary on various aspects of the program. 

(b) The designation on June 30, 1952, of Goodrich W. Lineweaver as th 
Secretary’s representative is hereby confirmed and his acts, consistent with the 
terms of this order, are accordingly ratified. He shall serve as chairman of the 
departmental Saline Water Conversion Committee and as liaison with th 
Secretary’s advisers. 

Sec. 3. Program and reports.—The Secretary’s representative on the saline 
water conversion program shall recommend for the Secretary’s approval a 4d 
tailed program statement for carrying out the purpose of this legislation setting 
forth the objectives and the means and time schedule for meeting these obje: 
tives. Revisions in this program statement will be made as frequently as neces 
sary to keep it current. At least 30 days before each regular session of Congress 
the Secretary’s representative with the advice and assistance of the Saline Water 
Conversion Committee shall prepare a report outlining a departmental progran 
the actions taken or instituted by this Department under the provisions of this 
program, and recommendations for further legislation or administrative actio1 
that may be required. This report will be submitted to the Secretary for ap 
proval before the beginning of each regular session of Congress. 

Src. 4. Delegation of authority —The Secretary’s representative on the saline 
water conversion program may exercise any of the powers conferred upon the 
Secretary of the Interior by sections 2 and 4 of Public Law 448, 82d Congress, 
and is directed to coordinate his activities with those of the Department of 
Defense as provided in section 3 thereof. " 

(Public Law 448, 82d Cong.; sec. 2, Reorganization Plan No. 38 of 1950. 1) 
KF. R. 3174.) 

Oscar L. CHAPMAN, 
Secretary of the Interior 
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WIDESPREAD PROGRAM INTEREST 


Mr. Lineweaver. I would also like to call attention to a news re- 
lease of October 30, 1952, which illustrates the widespread interest 
n this program, in which the nine advisers to the Secretary on this 
program were announced as having accepted invitations to serve as 
advisers. These included Dr. Robert G. Sproul, president, University 
of California; J. R. Cronin, vice president, General Motors Corp., 
Detroit; Dr. Louis Koenig, director of research, Southwest Research 
Institute, San Antonio, Tex. ; Henry J. Schmitt, editor and publisher, 
the Aberdeen American-News, Aberdeen, S. Dak.; Dr. Lee A. Du- 
Bridge, president, California Institute of Technology, Pasadena, 
Calif.; Dr. George D. Humphrey, president, University of Wyoming, 
Laramie, Wyo.; Dr. Sheppard P. Powell, one of the leading consulting 
engineers on water of the country, of Baltimore; Dr. Frederick L. 
Hovde, president, Purdue University, Lafayette, Ind.: and Dr. James 
R. Killian, Jr., president, Massachusetts Institute of Technology. 


OBJECT OF THIS PROGRAM 


I would like to state that the main objective of this program is to 
develop economical means of converting sea water to potable uses 
and, as I stated before, an immediate objec tive is an economical means 
for the demineralization of brackish water in the inland areas for 
irrigation, industrial, and domestic purposes. 


PROGRESS 


The Secretary forwarded to Congress, in accordance with the act, 
an interim report on the progress that has been made, copies of which 
[ believe are available to the members. 

Mr. JENSEN. How voluminous is it 

Mr. Linewraver. Ten pages. 

Mr. JeNseN. Without objection, I would like to have it inserted in 
the record. 

The matter above referred to is as follows: 


SALINE WATER ad oe anne AL REPORT TO THE PRESIDENT AND 
THE CONGRESS 


INTRODUCTION 


This report is submitted in compliance with the provisions of Public Law 448, 
S2d Congress (2d sess.) that ‘The Secretary of the Interior shall make reports 
to the President and the Congress at the beginning of each regular session of the 
action taken or instituted by him under the provisions of this act.” 

The act provides for the development of practicable low-cost means of producing 
from sea water, or from other saline waters, water of a quality suitable for 
agriculture, industrial, municipal, and other beneficial consumptive uses on a 
scale sufficient to determine the feasibility of the development of such production 
and distribution on a large-scale basis, for the purposes of conserving and in- 
creasing the water resources of the Nation. 

The present report should be considered as of an interim character and covers 
activities in the program since enactment of the law, July 3 to December 31, 1952 
because the program is in the formative stage, program needs and requirements 
for additional legislative authorities will be better understood within the near 
future and the Secretary of the Interior who takes office on January 20 may desire 
to submit a supplementary report containing up-to-date information on the 
progress of the research program together with any specific recommendations for 
further legislation that appear desirable. 
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In accordance with the expressed desire of Congress in Public Law 448, m 
mum cooperation is being sought of existing Government agencies for coordina 
tion and direction of the work with heavy dependence upon private technica 
consultants in specialized fields of science. The actual research and develop: 
of low-cost processes is carried out by private interests. 

The research to which the program is directed is divided into major related 
objectives as follows: 

1. Conversion of sea water to beneficial uses, recognized as a long-term progra 
with many ramifications. 

2. Demineralization of brackish water, primarily for adaptation for 
cultural and industrial purposes, which may well be a substantial step toward 
the development of economical means of converting sea water 

This report describes the establishment of the program, the progress of ¢! 
work and presents recommendations as to future actions. It will be appre 
ated that this is a new undertaking, the reporting period is short and time ha 
been needed for activation and organization of the work. Achievement 
date include the organization of the necessary groups and committees to car 
out the required cooperation and coordination with Federal and other agencies; 
the carrying-out of coordination activities with such groups: the compilation 
publication and distribution of a brochure designed to initiate a continuing sur 
vey of research as a basis of the program, containing a bibliography and dis 
cussion of all known or suggested processes and energy sources directly related 
to a process; the establishment of procedures for evaluating and processing re 
search and development proposals, grants and contracts; the placing of grants and 
contracts for development of processes; initial evaluation of several dozen 
proposed processes and a small amount of laboratory work to evaluate 
apparent feasibility of specific research proposals. 

Contacts have been made with numerous research groups, industrial 
cerns and individuals having an interest in the program and in the stimulation 
of research. 

Proposals are being received and evaluated. One grant has been made, and 
three other promising proposals are currently being negotiated as contracts 
These include laboratory applications of ion selective membranes, small scale 
development of solar heat, waste heat, and thermal difference evaporation 
studies, research studies into electrogravitational applications and preliminary 
investigation of a novel distillation process utilizing high temperature steam. 


ESTABLISHMENT OF THE PROGRAM 


On June 30, 1952, the Secretary of the Interior under authorization provided 
by the enacted legislation established the saline water program. He designated 
Goodrich W. Lineweaver, Assistant Commissioner of Reclamation, as the Se 
retary’s representative, in addition to his other duties, to activate the program, 
reporting directly to him. 

To carry out the objectives of the legislation the following groups have bee 
organized and established : 


Advisers to the Secretary of the Interior 

This group consists of nine outstanding leaders in various fields of science 
education, and industry whose responsibility is to advise the Secretary in regard 
to the saline water program, primarily with regard to the broad human, economic, 
and industrial phases of national and international concern. 


Departmental Advisers and Assistance Committee 


This committee consists of representatives of the Bureau of Reclamation. 
Bureau of Mines, and Geological Survey, and the Division of Water and Power 
to provide policy advice. 

The function of the committee is also, through their action agencies, to give 
technical, scientific, and other assistance in the development and maintenance 
of programs, evaluation of proposals for research and development, inspection 
of contract research and in the evaluation of results. Representatives of the 
Divisions of International Activities and Water and Power meet with the com- 
mittee and provide advice on policy matters. 

The Bureau of Reclamation assistance includes that from the Engineering 
Laboratories, Office of Chief Engineer, Denver, Colo., whose functions include 
keeping abreast of technical developments and literature, compilation of biblios- 
raphies, preparation of technical information, assisting technical panels in 
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evaluations, making laboratory tests needed for evaluating applications and 
research results, and supervising selected research contracts particularly in the 
West. 

Interagency Committee 

This group is to consist of representatives of agencies having interest in the 
program and includes those of the Department of the Interior, Department of 
Defense, and others. 

Its function is to assume that the several agencies are informed of develop- 
ments being undertaken and to prevent unnecessary duplication of research 
and development efforts. 

Technical panels 

To make detailed evaluation of the scientific and economic merit of proposals 
for research and development contracts or grants as a basis for approval of 
projects, to supervise selected research work, to evaluate results thereof and to 
conduct research necessary to such evaluations and supervision, scientific organi- 
yations and individuals are engaged by noncompetitive contract or otherwise 
in each distinctly separate area of research related to the program, in such 
fields as distillation and evaporation, refrigeration, physical chemistry, solar 
energy, Marine energy, geophysics, and mineral byproducts. 

As was the expressed desire of the Congress as set forth in the hearings per- 
taining to the enacted legislation, use is being made of existing Government 
facilities, With heavy dependence on private organization assistance and with the 
administration embodied within existing organizational framework of the 
Interor Department. 


DIRECTION AND COORDINATION OF THE PROGRAM 


It immediately became apparent that the necessary direction of the scientific 
research program—the coordination of research and development of educational 
institutions, scientific organizations, industrial and engineering firms, and other 
agencies, cooperation with such groups and governmental organizations, and 
specific coordination or joint conduction of research with the Department of 


Defense as set forth in the act—would require the detailing of full-time personnel. 

Accordingly, a small unit in the Bureau of Reclamation was assigned to handle 
the work. 

On December 15, 1952, by secretarial order, the designation of Goodrich W. 
Lineweaver as Secretary's representative, to administer the program, was con- 
firmed and he was delegated authority to exercise certain powers conferred on 
the Seeretary by Public Law 448. 


PROGRESS 
COMPENDIUM ON DEMINERALIZATION OF SALINE WATERS 


As a first step in the formulation of a comprehensive program of research 
and development, a compendium of existing and potential demineralization 
processes, phenomena, and energy sources was prepared under the direction of 
the Coordinator with liberal assistance from the three agencies and the Bureau 
of Ships of the Department of the Navy. A copy of the compendium is made a 
part of this report. An introduction to the compendium contains a brief dis- 
cussion of the legislation authorizing the program, an invitation to recipients 
to participate in the effort, and the objectives and scope thereof. Outlines of 
the separation processes and energy sources in the compendium are followed by 
brief explanations of the probable or possible relationship of each to the demin- 
eralization of saline water. Included are literature reference with abstracts 
therefrom providing sources of more detailed information on the subject. 

Soveral hundred copies of the compendium have been forwarded to universi- 
ties and colleges, research foundations, industrial concerns, and individuals 
known to have an interest in saline-water problems for further distribution 
to all operating projects. The list of colleges and universities to which the 
brochure was sent includes all of the land-grant colleges of the 17 Western 
States and more than 100 others throughout the country. The compendium 
is intended to provide an inventory of research interest, facilities, and finances 
available to apply to the problem, to stimulate interest in the research and 
development, and as a technical reference on the subject. 
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SUBMISSION OF RESEARCH AND DEVELOPMENT PROPOSALS 


With the assistance of the three bureaus and the cooperation of the Nationa) 
Science Foundation, and following closely the procedures employed by the latter 
guides have been prepared by the Coordinator’s office for the information of 
prospective cooperators as an aid in submitting research and development pro 
posals or applications for grants and contracts for investigational work. [n- 
cluded are adequate discussions of legislation authorizing the issuance of grants 
and contracts, the nature and scope of proposals, the general plan for making 
allocations and payments, questions of title to equipment thus purchased, secy 
rity measures, reports required, advice as to patent rights, and a detailed out 
line of the type of information which each proposal should contain. 

Where appropriate, recipients of the compendium on Demineralization of 
iline Waters are supplied with the Guides for the Submission of Research and 
Development Proposals. 


Ss 


PROCEDURE FOR EVALUATING APPLICATIONS AND PROPOSALS 


Also with the assistance of the three agencies and following generally th 
procedures of the National Science Foundation, a detailed procedure has been 
prepared and concurred in for the evaluation of applications for grants and 
contracts and of proposals for research and development work. The procedure 
provides for the successive screening, review, approval, and clearance by desig 
nated panels of research organizations or individuals, and approval by the Secre- 
tary of the Interior. Initial examination will be by the small technical staff 
of the Coordinator’s office. Selected proposals will be referred to one or more 
consultants recognized as specialists in the several fields of investigation. Con- 
sultants may recommend additional reviewers, more highly specialized in the 
applicable field. Evaluation reports by consultants will be reviewed for final 
recommendation by the Coordination Office with the assistance of qualified repre- 
sentatives of the Bureau of Reclamation, Bureau of Mines, the Geological 
Survey, or other appropriate Government agencies. Close cooperation will be 
maintained on all approved projects with the National Science Foundation and 
the Department of Defense in order to avoid any unnecessary duplication. 
Groups of proposals will be submitted to the interagency committee for informa- 
tion and comment and coordination with related work in other agencies. Like- 
wise, groups of applications, reports of evaluations, and recommended priorities 
will be submitted to the advisers to the Secretary for their information and 
comment. Approval by the Secretary is the final step. 


CONTRACTS AND GRANTS 


More than 100 organizations and individuals have expressed a desire to pe1 
form research and development in this field; already over 20 have requested 
immediate opportunity to submit specific applications and about half of these 
have made their proposals sufficiently specific to indicate the presence of merito 
rious proposals. One grant to the University of California has been approved 
and three other proposals are being evaluated or negotiated at present. This 
research consists of consideration of permionic membranes utilization on 
brackish waters, solar still, waste-heat plants, temperature-difference plant, new 
design evaporator, ion selective membranes and ion exchange resins, theoretical 
study of practical efficiency limits of various processes, survey of brackish waters 
of South Dakota, and possible investigations of geothermal energy. 

The four research projects will consume the $50,000 available for this purpose 
from the current appropriation of $125,000. Requests for $275,000 supplemental 
fiscal year 1953 appropriation and $400,000 regular fiscal year 1954 appropria 
tions have been made. 


INTEREST 


Public interest in this program is apparent as evidenced by the great number 
of inquiries and correspondence already received prior to the distribution of 
the brochure. Replies have been sent to more than 300 such letters from 
individuals, research organizations, and industrial firms. In addition, numerous 
visits have been made by indivduals and various group representatives who 
desired to make suggestions or to learn the purpose and scope of the program 
so as to ascertain the best way in which they could cooperate in the research 
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and development. The total correspondence pertaining to the demineralization 
of saline waters, including that prior to enactment of the legislation, is now 
more than 600. 


TECHNICAL DEVELOPMENTS 


Many of the developments on demineralization of saline waters completed 
or in progress during consideration of legislation were reported in the subcom- 
mittee hearings on 8. 5, 82d Congress, Ist session. Subsequent to the enactment 
of Publie Law 448, developments were summarized and briefly discussed in the 
ompendium, Demineralization of Saline Waters (appendix 1). Further tech- 
nical developments in the solution of the problems during the few months which 
have elapsed since then have not been extensive. However, a few of these are 
f sufficient importance to warrant comment in this report. 

1. Use of membranes possessing ion selective permeability in electrochemical 

processes, 
' Under a consultant-type contract with the Bureau of Reclamation, one firm 
has demonstrated the use of its demineralization cell (which was designed for 
a different purpose entirely) in the reduction of salt content of brackish water. 
Using a small cell of 40-gallons-per-hour capacity, it has demonstrated the lab- 
oratory feasibility of reducing a brackish water, such as that from the Shadehill 
Reservoir in South Dakota, from a total salt content of 800 parts per million 
to 200 parts per million by this continuous process. It has obtained data on the 
operation of the cell and has investigated process variables in its operation. 
Extrapolation of data to large-scale brackish-water processing for irrigation 
use in an economic analysis led to the conclusion that water of this type, and sea 
water as well, might be reclaimed at relatively low cost in a larger cell designed 
for that specific purpose. 

Much work remains in the testing of these conclusions on a larger scale unit 
and-to obtain data as to the effect of sediment and micro-organisms present in 
the feed water upon life of the membranes and cell operations and such other 
operation data not possible on the very small unit. Additional development is 
necessary in the improvement of the cell operation efficiency to lower water 
processing costs on cells designed specifically for demineralization of brackish 
and sea water. It is to obtain data such as this that a contract has been 
negotiated. 

At least one other firm has continued research on permionic membranes. That 
tirm has under way a basic research program on membranes from ion exchange 
resins prior to development of separation applications. It is expected that the 
application to saline-water demineralization will require some Government finan- 
cial support. 

INTERNATIONAL ACTIVITIES 


The Central National Council for Applied Scientific Research in the Nether- 
ands (General Technical Department) has published a report on a survey of 
water-desalting investigations and includes results of their studies of membrane 
applications. Based on these studies, a recommendation was made for the con- 
struction of a multicompartment apparatus with selective membranes. A ten- 
tative cost calculation on a sodium chloride reduction from 1,650 milligrams 
per liter to 500 milligrams per liter at a 48,000-cubic-meters-per-day rate is 
F10.37 per cubic meter. In other terms this would be a reduction of about 
1,650 parts per million to 500 parts per million at a cost of $0.363 per thousand 
gallons, or $118.30 per acre-foot in a 12.7-million-gallons-per-day plant. It was 
stated that further cost reduction seems possible (assuming 1 florin equals 
-6 cents). 

Mention was made in the brochure of the thermal-difference plant under con- 
struction at Abidjan on the Ivory Coast of French West Africa with a designed 
capacity of 10,000 kilowatts and 150,000 gallons of fresh water per day. In- 
formation has been received that operations in testing the laying of the intake 
piping will take place from January to March of 1953. The cost of these 
operations is given as 200 million franes ($500,000). 

The Advisory Committee on Arid Zone Research has recommended to the 
United Nations Educational Scientific and Cultural Organization that, during the 
hext year, a survey of utilization of salt water be carried out. It is proposed 
that four reports on various phases of this problem be prepared. 

The United States Delegation to UNESCO was authorized to concur in this 
proposal and requested to urge UNESCO collaboration with the United States 
program. 
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Among foreign countries which have either expressed an interest in the Unite 
States program or which might be willing to collaborate with the United States 
in some way are Saudi Arabia, Jordan, Israel, Syria, Lebanon, and Libia. 

A subcommittee for cooperative research on the demineralization of brackish 
waters was formed under the auspices of the Organization for European Econom(; 
Cooperation of the Mutual Security Administration during the summer of 1952 
This working party consists of representatives of the Netherlands, Belgiun 
France, Germany, and the United Kingdom. The Secretary of the Interior 
was invited to send a representative to a meeting of the working party in Novem. 
ber 1952 at The Hague. Due to brief notice, it was impractical to accept the 
invitation. Another conference is scheduled for early in 1953. It is planned 
that a representative will attend that meeting. 


DEPARTMENT OF DEFENSE 


In accordance with the provisions of Public Law 448, research and develop 
ment work in this program is being coordinated with that in the Department of 
Defense. 

There are a number of current military developments in progress on the 
demineralization of sea water. These developments have objectives in accordance 
with the specific military problems and needs of the sponsoring military offic 
Military considerations are of paramount importance as contrasted with ob- 
jectives of the saline water program in which the cost of water produced is the 
primary consideration. The reported current developments are mentioned but 
briefly in this report since details are available in reports of the Department of 
Defense. 


Corps of engineers 


Portable vapor-compression distillation units under 500 gallons per hour 
capacity are being developed. 

Studies of methods of scale elimination in vapor-compression distillation units 
is being completed. An effective means of scale control has been developed. 


Bureau of Yards and Docks 

Several developments are in progress to improve the efficiency of vapor-com- 
pression distillation units in 85 gallons-per-hour to 400 gallons-per-hour sizes. 
Bureau of Ships 

Nine procurements or contracts are now in effect relating to the fresh water 
from sea-water problem. All of these deal with a variety of evaporator or com- 
pressor improvements except one for the development of a 15 gallon-per-hour 
prototype membrane unit for special shipboard use. In this case reduction of 
space and noise is of greater importance than water costs. 

The developments in distillation equipment includes production of evap 
rators up to 50,000 gallons-per-day capacity. 
Naval civil engineering research and evaluation laboratories 

A cooperative research program of the University of Minnesota Department 
of Mechanical Engineering and United States Naval Civil Engineering Research 
and Evaluation Laboratory under Navy contract resulted in publication of a 
report (August 1952) on study of water recovery methods and equipment. The 
report is an extensive review of literature and patents pertaining to the subject. 


Bureau of Reclamation 


Apart from the saline-water program and in connection with its investigations 
of a means of improving authorized and operating reclamation projects, the en- 
gineering laboratories of the Office of the Chief Engineer of the Bureau of Recla- 
mation have made preliminary laboratory studies of processes which might be 
suitable for removing small quantities of salt from the water of the Bixby and 
Shadehill units of the Missouri Basin project in South Dakota. One of the most 
encouraging results lies in the field of demineralization by means of freezing. 
A plan wherein the low winter temperatures prevailing in South Dakota would 
be utilized in freezing sufficient water for a year of irrigation has been given 
considerable attention. 
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UNIVERSITY OF CALIFORNIA 


As noted in the brochure, the University of California has established a research 
program to obtain information on demineralization of water by three methods 
multieffeet distillation, using waste heat; temperature difference ; and solar dis 
tillation. The status of this program as of June 30, 1952, when a $30,000 State 
of California appropriation was exhausted, is listed below : 

1. Waste-heat plant.—The objective is to investigate probable costs and to 
measure performance under different conditions so as to determine feasibility 
of a combination of sea-water distillation and waste heat from power-generating 
plants. 

9 Solar still—The five small units are in operation. The objective is to estab- 
lish performance efficiency and costs of plant per unit produced under varying 
conditions of weather and water temperatures. 

;. Temperature difference plant (laboratory size).—Plant is complete except 
soa ‘dynamometer for turbine. Operation of this laboratory plant with an esti- 
mated capacity of 1.6 gallons per minute will permit study of problems in air 
removal, evaporator, and turbine design needed for construction of pilot model. 
\n estimated 3 months is required for design and construction of the dynamometer 
and to conduct performance tests. 

The first Federal grant oa r the saline-water program of $5,000 is being made 
in order to complete item 3, to conduct performance tests, and to continue observa- 
tions and measuréments on items 1 and 2. 


SECRETARY'S ATTITUDE TOWARD PROGRAM 


Mr. Lineweaver. Now I would like to go to the Secretary of the 
Interior. Yesterday morning I went down to see Secretary McKay. 
[ told him I was appearing before the committee on this supplemental 
estimate, and I told him I assumed one of the first questions that 
would be asked was what his attitude was toward this program. He 
said, of course, he had not had an opportunity personally to go into 
it, but it was a going program of the Department and he appreciated 
the problems with respect to water and water for irrigation through- 
out the West and also the matter of the problem of water for potable 
purposes in connection with industry and domestic uses and that in 
the West where water is scarce the matter of water of proper quality 
isas important as water in appropriate quantities. 

[ will not undertake to put words into Secretary McKay’s mouth 
with respect to the subject, but he indicated very clearly this was a 
going program and it had his support. 

I did not attempt in the brief time I had to discuss it with him, to 
go into all of the ramifications of the program, but I did explain 
to him that the main objectives were as I have stated here and also 

gave him some brief background of the manner in which the legis- 
intive committees had worked out this legislation. 


EXPENDITURES 


[ would like to state briefly what we have done, or propose to do, 
with the $125,000 that has been appropriated and will submit a more 
elaborate statement for the record if you desire. 

The obligations and commitments are—and obligations, used in 
budgetary terms, means money actually expended or contracted for, 
and commitments are agreements that we have with the Geological 
Survey, the Bureau of Reclamation, and the Bureau of Mines with 
respect, to funds up to January 31, which total something like $70,000. 
There is remaining to be obligated and committed during the remain- 
ing 5 months of this fiscal year something like $55, 000. 
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In the unit I mentioned as having been set up under Mr. Jenki) 
there are now two indefinite and one temporary employees on the 
unit payroll. There are two others on the Department payroll, an 
we need the services of two additional professional people, technica 
people, and a couple more clerical people. The payroll for thos 
people for the rest of the year will be something lke $20,000. 

Then we plan to use for the Bureau of Reclamation labor atory at 
Denver and the Bureau of Mines something like $17,000. We hay 
two additional grants in mind totaling tentatively about $8,000, and 
then we will have a group of consultants to pass on the various pr 
posals that have been made, and their salaries, per diem, and expenses 
and pay, will amount, together with the adviser, probably to some- 
thing like $10,000. 

Now I will be glad to answer any questions or will request M 
Jenkins or Mr. Bennett to answer any questions you may desire. 


COORDINATION WITH OTHER DEPARTMENTS 


Mr. Jensen. What other departments or agencies of the Govern. 
ment are expending funds at this time for studies of this nature’ 

Mr. Lineweaver. Salt-water and sea-water and brackish-water 
conversion ? 

Mr. Jensen. Yes. 

Mr. Linewraver. The Department of Defense, for one, is doing 
that. I think that is about the only one. Mr. Jenkins, are there a1 
others ? 

Mr. Jenkins. Yes. The Department of Defense has been carrying 
on work in this field for special military purposes for some time but 
without the specific objective of producing large quantities of water 
at the low cost which we must meet. 

The National Science Foundation has authority, also, to work i1 
this field in the basic research aspects. So far, they have not under. 
taken any of that work. We have a cooperative agreement with them, 
as well as the cooperation with the Department of Defense as required 
under section 3 of the law, under which we truly coordinate our 
activities to eliminate duplication. There has been very liberal co 

ordination between our offices. 

Mr. Jensen. Colleges for many years in this Nation have made 
studies and explorations into this field of purifying salt water so that 
it could be used for domestic purposes. That has been one of their 
scientific studies that they have been working on, and the study of 
purifying salt water has been experimented ‘with considerably. I 
fact, we know how to doit. The Navy and armed services have proved 
how todoit. But, as I understand, it is still pretty costly. 


EXAMPLE OF SPENDING MONEY BEYOND APPROPRIATIONS 


Now, getting down to facts on this, gentlemen, it is a worthy pr 
gram and we, like everyone else, are interested in it from the stand 
point of purifying salt water and demineralizing inland water eco- 
nomically so it can be used for irrigation and domestic purposes. How- 
ever, Congress, as you gentlemen testified, did in the last days of the 
Congress ‘allow $125,000 for this purpose, and they expected you to 
get along during the ‘fiscal year 1953 with that amount. 
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Here we have a good example of the habit that has been too preva- 
lent for a good many years where departments of government have 
paid little attention to what Congress appropriated, “and, on the con- 
trary, they have kept on spending money as though they had all the 
money they asked for. 

I am going to be perfectly frank with you gentlemen, as I am going 
to be with every other agency in the departments of the Government, 
they must stay within the amount which the Congress appropriates 
henceforth. 

The request here, as you have indicated, may be a very worthy re- 
quest, and it is for money which you could very well obligate and 
justify for the good of the country as a whole, but the facts are that 
you are asking for $275,000 more, or a total of $400,000 to be expended 
in the fiscal year 1953. 

I read the law, and I see where it says, in section 8, that there is 
authorized to be appropriated from any funds i in the Treasury not 
otherwise appropriated such sums not to exceed $2 million for a 5- 
year period, as is provided in this act. 

Of course, that makes $400,000 a year, but there is nothing in that 
law that says we must appropriate up to $400, 000 a year, and Congress, 
during the last session, in its wisdom, gave you $125,000 to start this 
work going, feeling without a doubt —_ it was all the money you 
could use judic iously during the first year. Now, it seems th: at you 
gentlemen think otherwise. I am not iiciiate you particularly for 
that; it is a habit of the departments, not only of the Interior Depart- 
ment, but every other department of the Government, who say, “Oh, 
we will go ¢ ahead and spend, and then we will come back up here for 
a supplemental.” 

As I have stated before, we have an antideficiency law, and there 
are penalties provided in that law. They do not now call them 
deficiencies in most cases; they call them an emergency supplemental, 
and I guess you could place your request in that category. 

Mr. Lineweaver. May I make a comment on that suggestion, Mr. 
Chairman ? 

Mr. JENsEN. Certainly. 


LIVING WITHIN THE APPROPRIATION 


Mr. Linewraver. I want to make it perfectly clear that our program 
is living wholly within the $125,000. May I say further that when we 
appeared before the Senate Appropriations Committee, which was the 
only committee we had an opportunity to appear before in the closing 
days of the 82d Congress, we were told to come back in January. 
But there has been no violation of the Antideficiency Act in this 
operation. We have made no commitments in our program, and will 
live wholly within this $125,000 to June 30, 1953. 

Mr. Jensen. I am glad to hear that. 

Mr. Lineweaver. If we get the additional $275,000 in order to ad- 
vance the research and other essentials related to the work, we will go 
into it, but there has been no commitment, no obligation, no suggestion 
that we will to the extent of a single penny exce eed the $125, 000. 

Mr. Jensen. I certainly do not ‘place ¢ any blame on you, Mr. Line- 
weaver, because I know you have been very careful about these things. 
It is your job to come up here and present these things. 
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Mr. Lirnewraver. I merely observe that we are proceeding to pre- 
sent a case for this $275,000 only if the Congress in its wisdom makes 
the appropriation. But we are not here incurring a deficiency. | 
would not do that. I have seen too many instances of being held , up 
as horrible examples of that kind of proposition, and you are not 
gonig to catch me in that trap. 

Mr. Jensen. I am sure of that. But I feel that many, if not most 
every Member of Congress, know they have a job to do and it is our 
duty concerning every one of the de »partments to see that they spend 
the money that Congress appropriated, and no more, except where 
there isa great emergency arising. 

Maybe we are making a mist: ake. I have made a lot of mistakes— 
I do not make any of them purposely, but I am sure this will go with 
most every Member of the Congress, when I say we must get back on 
the right track again, and w hen you gentlemen come up for your next 
year’s appropriation in your regular ‘appropriation, if you can justify 
a greater amount than you were appropriated this year, of course, we 
will be willing to listen to you. But when we make a cut, which no 
doubt we will do in many items in the regular appropriation, do not 
exceed the amounts, because we are going to expect you to live within 
the dollars that we allow you for every item, except, as I say, in cases 
of an emergency. 

Mr. Jenkins. May I add a word to what Mr. Lineweaver has 
said ? 

Mr. Jensen. Certainly. 


FUNDS FOR CONTRACTUAL RESEARCH 


Mr. Jenkins. When these funds were made available, that is, the 
$125,000, it was our understanding that it was to be used largely to 
get the program started, and that “meant getting the organization set 
up and the procedures established—at least, that was our interpreta- 
tion—and that very little of that fund would be used for the real pur- 
pose of contracting for this research. 

However, we have been able to move faster, I believe, in setting 
up the procedures than had been anticipated, and we are prepared 
at the present time to contract research. 

We have contracted $35,000, have about $10,000 for consultant con- 
tracts, leaving about $9,000 left for contract research. Of the $275,000 
that is being requested here—of that amount, $262,000 is for contract 
research. Within about 2 or 3 weeks we will have contracted the 
$9,000, and in the absence of additional funds, will be at a standstill 
until next July on contractual research work. 

Mr. Lineweaver. I think Mr. Jenkins’ statement is something thie 
committee is entitled to know as a matter of information, as you are, 
always, with regard to our work. 

Mr. JensEN. I am not criticizing you for coming up here and 
attempting to justify this request, Mr. Lineweaver. 

Mr. Lrneweaver. I understand. 

Mr. JeENsEN. But if you were sitting on this side of the table, I am 
very sure you would feel the same heav. y responsibility resting on your 
shoulders when you see this practice followed by other agencies and 
bureaus. Now, that practice must come to an end; it must. 
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I know that this is a very worthwhile program. I am sure it 1s. 
Whether we can ever reduce salt water to the degree that it will be 
economical for use for drinking water and irrigation water is a thing 
that I cannot say, because I am not schooled in that art. 


SUPPLEMENTAL APPROPRIATIONS FOR CONTRACTUAL RESEARCH 


You propose, do you not, as you have testified, to allocate the funds 
you are asking for with the money you have now, to organizations that 
are in position to test and develop processes ? 

Mr. Lineweaver. Yes. Private industry, research organizations, 
universities, and colleges take this mostly on a cooperative-program 
basis, Mr. Chairman, and the thought is that contracts will be made 
with these agencies who are in position to do work along this line. 
There is not any money requested—am I correct about this, Mr. 
Jenkins ?—that the money will not be used for the initiation of or 
having somebody do experimental work that they have not done before, 
or at least only to some extent 

Mr. Jenkins. I would like to modify that somewhat, Mr. Line 
weaver, in the sense that the processes that have been worked on so 
far have not succeeded in producing water at economical cost. For 
that reason we must look to entirely new processes, as well as to 
improvements of those which have been developed. 

Therefore, the research does envision new processes as well as im- 
provement of older ones. In fact, a great deal of money has been 
expended by the armed services on evaporation processes, and for 
that reason we will ask them to handle certain work on evaporation 
in order that we can have our hands free to investigate other proc- 
esses that have not already been developed. 

Mr. Jensen. Do they get funds in their regular appropriations for 
this same purpose / 

Mr. Jenxrns. So far as I know, not for the specific purpose of pro- 
viding water of this kind, but instead for providing water for special 
military purposes such as for submarines, in connection with the 
chipboard use, and so forth. The Corps of Engineers also has funds 
for providing water to troops, shore-based troops; but I know of no 
Federal research authorized specifically for this purpose of providing 
large quantities of water at these low costs for irrigation, industrial, 
and municipal uses. 

Mr. JensEN. If you should get this money, would it be advisable to 
spread it around so thinly that no college or no private institution could 
employ the best brains in the country to experiment on this job? In 
other words, if you take this $100, 000 and you should spread it around, 
say, $25,000 to one concern, one college, and $25,000 to another, it 
would appear to me that you might just waste the money 


PROMINENT MEN IN SALINE RESEARCH 


I presume you know right now who is the man or the men prominent 

1 America who have done work in this field, more than anybody else, 
oni I presume you know that possibly there are few people, and you 
must know about them, who have been working on desalting water, 
and doing so more than all the rest of the scientists in this country. 
Is that right ; do you not know them now? 
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Mr. Jenkins. We try to keep informed on the developments, and on 
those who have made them. One of the pamphlets before you contain; 
a list of perhaps 150 such developments of which we have been 
informed. However, every few days we find a fellow who has come 
up with a promising development, so we cannot say that we know all 
of them. I think we know most of the better ones. 

Some of those people have written to us and have expressed cooper- 
ative enthusiasm in the program that has been developed. They have 
stated frankly that they think we have adopted the right approach, 
and would like to be available as consultants. They are all high- 
class people, many of whom are working on salaries, much above that 
which the Government can pay. 

During the hearings on the legislative bill that factor was brought 
out, namely that the Government cannot pay the high salaries that 
are needed for these scientists. That is why the act, as I understand 
it, was written in this way. 


KINDS OF WATER TO BE TREATED 


Mr. Fenron. I have thoroughly enjoyed listening to the discourse 
so far. Certainly I cannot help but think it is a fine attempt being 
made to solve this question. Is any provision being made to make 
other contaminated waters fall within the project, such as mine waters, 
and so forth ? 

Mr. Jenkins. No, sir. The Bureau of Mines has that problem, and 
it is well under control. They are working very closely with us in 
this program. They are represented on committees which Mr. Line- 
weaver has mentioned. There is no reason for getting into that field. 
This legislation, of course, as we understand it, is for the purpose of 
developing processes for removing salt from water in large quantities. 
The mine problem is different from that. 

Mr. Fenton. Of course, I notice that you are having some work 
done on contaminated water for use in irrigation. That would come 
within the same category. I know there are billions upon billions 
of gallons of mine water that could be utilized effectively. 

Mr. JenKrns. Yes, sir, there are other waters, also—the sewage 
water, which might be utilized and others polluted with substances 
other than salt. Usually we refer those problems to the Public 
Health Service. 

Mr. Fenton. There has been an enormous amount of research on 
contaminated water. 

That subject has come before this committee quite often, particu- 
larly in regard to the State of California and in those places where 
the irrigators are having trouble with water right now. 


ACCOMPLISHMENTS THUS FAR 


You have not done anything except to get organized; that is, you 
have not accomplished anything as far as actual research on water is 
concerned ? 

Mr. JenKins. We have let one contract with a New England firm, 
recently. Under our contract they are conducting laboratory experi- 
ments and tests on a process which they have developed for an entirely 
different purpose than irrigation water and reduction of sea water. 
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fhey are interested largely in industrial fluids more valuable than 
water. } 

In addition, we have made one small grant to the University of 
California to continue and conclude three studies for which they have 
.o funds to continue. We thought it was better to add a little money 
io that project rather than to start a new project, which might cost 
four or five times as much as continuing the university project. 


ARMED SERVICES’ CONTRIBUTION 


Mr. Fenron. I understand that the Navy has been greatly inter- 
ested in this. 

Mr. Jenkins. Yes, sir. We have established cooperation with the 
Department of Defense. Through that cooperation we have arranged 
fora Navy representative to assist us in this field. A leading mechan- 
cal engineer in the Navy who has been working, evaluating evapo- 
ration process, has been designated to spend not to exceed 20 days a 
year on our work. This will eliminate the need for our employing a 
high-priced specialist in that particular field. 

Mr. Fenron. They have perfected some systems in which they 
distill salt water. 

Mr. Jenkins. Yes. 

Mr. Fenron. For the Navy’s use. That was done as far back 
as 1919, I reeall, as I drank some of the water on the ships. 

Mr. Jenxtns. Yes. 

Mr. Fenton. I certainly agree that this is a fine program. If the 
problem can be solved ; that would be a wonderful thing. 

Mr. Jenkins. If I might add to that that the best distillation proc- 
ess, developed largely by the Armed Forces, namely, the vapor-com- 
pression process, produces water at about $400 an acre-foot at the 
present time. 

Some of the most expensive irrigation water costs about one-tenth of 
that, or about $40 an acre-foot. And some municipal waters cost as 
much as $125 an acre-foot. 

That gives you a ratio of about 10 to 1, down to about 4 to 1, as the 
objective for this program. Research scientists generally feel that 
in a project of this kind, a ratio of 10 to 1 is well justified at least 
intil the results have been proven. 

Mr. Fenton. More power to you. 


COORDINATION AND COOPERATION AMONG THE AGENCIES 


Mr. Loyeweaver. Mr. Chairman, I would like to make a comment 
with reference to the Bureau of Mines. Dr. Fenton, through the co- 
operation and coordination with the Bureau of Mines, I am sure that 
any information they develop and which the Bureau of Mines them- 
selves feels valuable, will be of valuable help in its relationship to the 
mines, and might end in the recovery of any water that would be 
usable, that such information, of course, would be made available to 
us and we would make it available to them. 

Coordination and cooperation is the basic objective in this program. 

Mr. Fenron. Are these other departments of Government and 
bureaus obliged to turn over to you any data they have on this subject / 

Mr. Jenkins. Every Government agency invariably does cooperate 
with the others. The law specifically requires cooperation with the 
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Department of Defense. And we have all of their reports and are 
welcome to them, just as they are welcome to and have full informatioy 
on our program. 

Mr. Fenton. I am somewhat surprised to hear that the Bureay 
of Mines is conducting research of this type. To my knowledge—and 
I may be mistaken—I do not know of any project the Bureau of Mi 
has had in this line. 

Mr. Lineweraver. I do not. 

Mr. Jenkins. We are asking and need their cooperation largely 
because of their technical ability. They have chemists and chemical! 
engineers who work primarily in other fields, but related scientifical] 
to this operation. In their synthetic fuels progr am, they have tech 
nical people whom we hope will assist occasionally in the evaluation 
of some of these processes, more or less on a consultation basis. 

Mr. Fenton. It seems to me that you are more or less duplicating 
the efforts throughout the Government agencies. They do not have 
to turn over to you their processes and reports on what they are doing. 

Mr. Jenxrns. We receive them; we have all of their reports. And 
of course, the Bureau of Mines is within the Department of Interior. 
The Bureau of Mines and Geological Survey assistance is set up 01 
a completely cooperative basis, so ythat rather than there being duphi 
cation, I would say that we are refraining from employing people 
under this program, but instead are using those who are working 
elsewhere and can spend a small amount of their time on a partic 
larly specialized subject in this program. 

Mr. Linewraver. Whether they are required, Dr. Fenton, by the 
law to turn over materials to us, nevertheless, through the cooperative 
arrangement that Mr. Jenkins referred to, they are making available 
to us information that they have developed over the years. 

Mr. Fenvon. I thoroughly agree that should be done, because there 
is a lot of money being used by “other bureaus, and if they do not turn 
over the results of their studies, there would be an extreme waste. 

Mr. Jenxins. They are turning it over; there has been no reluc- 
tance; they have been very cooperative indeed. 

Mr. Linewraver. That is right. 

Mr. Jenxins. As you fully appreciate, Dr. Fenton, that is in line 
with the practice of professional men. 

Mr. Fenton. I am glad to hear you say that. 


DEPARTMENT'S FUNCTION IN PROGRAM 


Mr. Jensen. I find in the last year’s hearings i in the Senate, when 
you gentlemen were before the Senate committee, Senators McKellar 
and Ferguson, of the committee, were asking questions of Mr. Line- 
weaver. The questions and answers were as follows: 


Mr. LINEWEAVER. The purpose of this is not duplication; it is more for coor- 
dination of the 55 institutions and private engineering firms that have been 
doing research on this problem. 

Senator Fercuson. You mean at Government expense? 

Mr. LINEWEAVER. No. 

Senator Ferauson. At their own expense? 

Mr. LINEWEAVER. At their own expense. 

Senator Frereuson. How long havc they been working? 

Mr. LINEWEAVER. Off and on, they have been working for 50 years—the Navy, 
the Army, and the Marine Corps—their activities are coordinated under the 
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Department of Defense, and particularly during World War II made considerable 
progress. 


The chairman of the committee said: 


You should give the committee a little more than 3% days. We will hear 


you in January. 


Mr. Jensen. The reason I read that colloquy between Mr. Line- 
weaver, Senator McKellar and Senator Ferguson was for the purpose 
of having in the record the fact that the purpose of your organization 
is to coordinate the information that you can obtain from all these 
different institutions and private engineering concerns, numbering 55 
according to Mr. Lineweaver, who have been doing research on this 
very matter. That being the fact, it seems hardly proper for the 
Congress to appropriate money to you gentlemen to allot to private 
engineering concerns and to educational institutions to do the very 
sume thing , which they have been doing for the past 50 years according 

. Mr. Lineweaver’s testimony. Perhaps you could expedite the 
rote I presume that is the purpose, is that right Mr. Lineweaver ? 

Mr. Lineweaver. Yes, sir. 

Mr. Jensen. The purpose of asking for this amount is to allocate 
to these concerns. But if we have 55 institutions and private engi- 
neering concerns who are proceeding in this manner, doing research 
work on this very problem, then I am wondering if the job of this 
agency is not simply to coordinate the information from these institu- 
tions and engineering concerns and to make it available to other in- 
stitutions and engineering concerns as the process and the research 
goes forward. I am just wonderi ing if that should not be done rather 
than to enter into another big Federal program here of which we have 
so many sprawled all over America today. 

Mr. Linewraver. I would like Mr. Bennett to comment on that. 

Mr. Bennett. I think the answer lies in the emphasis. Let me give 
you a small example. The Navy Department some two years ago 
was quite interested in securing new means of obtaining fresh water 
in their submarines, and they cooperated with a firm in the New 
England States looking toward the development of a process to use 
in submarines. Their objective there was a small, compact, easily 
repaired unit. The cost was no particular objective to them. 

In going about that process, the company with which they cooper- 
ated did a good job. They disclosed at that time that the process 
was probably applicable to large quantities of water, but nobody knew. 
The company itself is not interested as a specific job in finding out 
whether it is applicable to large processes. So under this program 
we have been able to interest them in carrying out their research to see 
whether that process is applicable to large processes. Without this 
program they would never have taken that added step. 

So I think we tie in in that way, not only as a matter of coordina- 
tion with the Department of Defense, but as a matter of getting these 
agencies, the 55 or whatever the number may be, from a specific job 
into our ‘specific job, if you understand the difference that I am trying 
to describe. 

Mr. JENsEN. I understand that. 

Mr. Bennett. It is through this program that they can get them 
to change their emphasis on what they are doing. Many of these 
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firms are working in this field simply as a means of improving thei, 
boiler water, a specific assignment. But whether that process that 
they are developing is applicable in terms of cost to domestic water 
or irrigation water they do not know. They have no particular 
terest in finding out unless somebody encourages them, as we are try- 
ing to do through this program. 


ALLOCATION OF FUNDS TO DATE 


Mr. Buper. Mr. Lineweaver I understand that there has been one 
$5,000 gr ant to the University of California. 

Mr. Lineweaver. Yes. 

Mr. Buver. And then a contract with a New England firm was 
mentioned. How much was that? 

Mr. Lineweaver. That is $30,000. 

Mr. Buper. How much is remaining that is unobligated ? 

Mr. Linewraver. We have allocated out of the $125,000 two addi- 
tional grants totaling about $8,000 that would be in the program. 

Mr. Buper. That would be a total then of $43,000 which would 
have been channeled outside the Bureau of Reclamation and all the 
remainder would have been spent inside the Bureau of Reclamation? 

Mr. LineweAver. Not quite. Some of it would go for consultants 
and advisers and other expenses, to the Bureau of Mines and the 
Geological Survey and for certain work in the Denver laboratory of 
the Bureau of Reclamation. It is not for the small coor dinating unit. 


EMPLOYMENT OF CONSULTANTS 


Mr. Bunce. How many consultants, for example, have you employed 
and at what rate, and who are they? 

Mr. Jenkins. We are just getting our consultants employed now. 
We have sent a contract to our first consultant; that was last week, a 
gentleman in Denver, for the purpose of evaluating this third pro- 
posal that has come in from an Ohio firm. We have a list of about 25 
who have agreed to be consultants, but we have not employed them yet. 

Mr. Bupner. What is their compensation to be? 

Mr. Jenkins. If they are engaged on a personnel basis they will be 
able to receive only the amount that is paid under the civil service 
classified system. That is my understanding, because of Public Law 
600 which limits the amount that can be paid unless otherwise 
provided. 

Mr. Bunce. You have not spent any money yet for consultants? 

Mr. Jenxtns. No, sir. That is about $45 a day maximum, I think, 
when we employ them on a per-day basis. We hope to employ them 
at $40, which is the rate paid by the National Science Foundation on 
a day basis. We have a cooperative agreement that we will use 
Foundation consultants and they will use ours where practicable. 


CONSTRUCTION OF A PILOT MODEL 


Mr. Bunge. I note in this report to Congress and the President, 
which is not dated, you talk about developing this third plan for the 
construction of a pilot model. Who is to operate this pilot model and 
where is it to be? 
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Mr. Jenkins. That is the University of California. That raises 
the question of the definition of a pilot model. 

Mr. Buper. I went into this matter on the legislative committee; 
we discussed this pilot model and it seems to me that what you are 


‘doing is this. The way this is worded, you are building a pilot model 


with the Bureau of Reclamation doing it and that is exactly what the 
legislative committee did not want done. Am I correct or incorrect? 


CONFUSION OF TERMINOLOGY 


Mr. Jenxins. There has been confusion for the past few years in 
the terminology; the words “demonstration plant” and the words 
“pilot plant” are not synonymous and should not be confused. They 
are two separate things in all technical development work. A pilot 
plant may be our test model in a laboratory or slightly larger size. 

\ demonstration plant is a large producing ‘plant sufficient in size to 
be a commercial unit from which complete production costs can be 
determined, and demonstrating the feasibility of a process. It was 
the demonstration plant, costing several million dollars, that was spe- 
cifically eliminated, as I understand it. I hope neither this nor other 
committees will construe the restriction to mean what the scientist 
calls pilot plant, a pilot model scarcely larger than the desk or labo- 
ratory scale. 


SPENDING WITHIN THE BUREAU 


Mr. Buper. What I am particularly interested in is this. The legis- 


lative committee did not want this money spent within the Bureau. 
Mr. Jenkins. That is right. 


Mr. Buper. And as nearly as I can figure it, more than $50,000 has 
been spent outside the Bureau and the other $75,000 in the Bureau to 
date, 

Mr. Lineweaver. Not in the Bureau, not all in the Bureau. Small 
amounts in the Bureau of Mines and the Geological Survey and for 
the consultants. And only about $70,000 has been actually spent to 
date. 

Mr. Buper. You have not 7” nt any on the consultants yet. 

Mr. Lrneweaver. Not yet, but we have it allocated out of the 
$125,000. 

Mr. Jenkins. It was interpreted that of the annual $400,000 which 
was authorized, $100,000 could be spent within the Department and 
therefore out of the $125,000 we could use $100,000 this year if neces- 
sary to get the program started. However, we did not plan to use that 
much. We planned to use only about $65,000 in the Department. 

Mr. Buper. I am sure the legislative committee is going to watch 
this with interest, too. 

Mr. Linewraver. Yes, sir. 

Mr. Jensen. I think I should say now that it might be well for you 

not to make any more commitments until we find out what we are 
going to do. 

Mr. Linewraver. You can rest assured that we are not going to 
make any commitments beyond this $125,000 until we see the color of 
the money. 

Mr. Jensen. Thank you, gentlemen. 
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Turspay, Fesruary 3, 
BUREAU OF LAND MANAGEMENT 
MANAGEMENT OF LAND AND RESOURCES 


WITNESSES 


1953. 


MARION CLAWSON, DIRECTOR, BUREAU OF LAND MANAGEMENT 


DEPUE FALCK, CHIEF, DIVISION OF ADMINISTRATION 


JAMES P. BEIRNE, CHIEF, BRANCH OF BUDGET AND FINANCE 
SIDNEY D. LARSON, BUDGET OFFICER, DEPARTMENT OF THE 


INTERIOR 
Amounts available for obligation 


Presently Revised esti 
| available mate 


Appropriation or estimate - - _ - : : a $11, 000, 000 $11, 100, 000 
Reimbursements from non-Federal sources__ ___- : ; | 64, 000 64, 000 
Reimbursements from other accounts 192, 000 192, 000 


11, 255, 000 11, 356, 000 

Reimbursements from non-Federal sources are: 
1. Copying fees (64 Stat. 418) | 48, 000 48, 000 
2. Proceeds of sale of personal property - - 16, 000 16, 000 


Obligations by activities 


Presently Revised 


Description available estimate 


Direct obligations 
Appropriated funds 

. Lease and disposal of mineral resources $618, 000 $618, 000 
2. Land use and disposal 1, 212, 000 1, 212, 000 
3. Management of grazing lands_. _- : 1, 580, 000 1, 580, 000 
.. Forestry - - - : 2, 405, 000 2, 405, 000 

. Cadastral survey fog 963, 000 | 963, 000 
}. Soil and moisture conservation. _.-.__- ; ; j 1, 454, 000 1, 454, 000 
. Squaw Butte Experiment Station , Saat 38, 000 38, 000 
. Fire suppression - i vid 3 150, 000 250, 000 
. Maintenance of physical facilities --- . -- 25, 000 25, 000 

. Weed control _ oe ES pa aor 1, 345, 000 1, 345, 000 
. Genera] administration a aS . | , 210, 000 1, 210, 000 


Total obligations from appropriated funds 11, 000, 000 


11, 190, 000 


Reimbursements from non-Federal] sources: 
2. Land use and disposal _. = ae mm) 38, 000 38, 000 
11. General administration bbetide . 10, 000 10, 000 
12, Replacement of Personal property sold __.-- ‘ : 16, 000 16, 000 


Total obligations payable out of reimbursements | | 
from non-Federal sources. - - . - -- acon 4, | 64, 000 | 


ae == 
Total direct obligations - - ve i ------| 11,064,000 | 11, 164, 000 


Obligations payable out of reimbursements from other accounts | 


. Lease and disposal of mineral resources 26, 000 26, 000 
2. Land use and disposal ; ; ; aes 16, 400 16, 400 
3. Management of grazing lands. _. | 5, 000 5, 000 

. Forestry - .. : : ; ico Gillan a’ 8, 500 | 8, 500 

. Cadastral survey : ‘ : 110, 000 110, 000 | 
}. Soil and moisture conservation : ; 15, 000 15, 000 

. General administration ‘ Reteaiked 11, 100 11, 100 





Total obligations payable out of reimbursements | 
from other accounts. -- ae abba 192, 000 192, 000 








Obligations incurred : out 11, 256, 000 11, 356, 000 | 


+100, 00 
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, 1952 Obligations by objects 
Presently Revised i 
available estimate Difference 


Summary of personal services 


4] number of permanent positions 1, 344 1,344 
i]J-time equivalent of all other positions 185 210 25 
rage number of all employees 1. 450 1.475 25 
+EMENT 
rsonal service obligations: 
Permanent positions $6, 105, 100 $6, 105, 100 
Part-time and temporary positions 602, 500 672, 500 +$70, 000 
TANCE Regular pay in excess of 52-week base 19, 100 19, 100 
> ont above basic rates 23, 000 8 OOK +5, 000 
OF THE Paymen Ss 123, 128, 000 
Total personal service obligations 6, 849, 700 6, 924, 700 +75, 000 
Direct obligations 
ypriated funds: | 
). Personal services 6, 714, 300 6, 789, 300 +75, 000 
Differ 02 Travel 616, 500 621, 500 +5 000 
7 3 Transportation of things 70, 800 71, 800 +1, 000 
0: Communication services 59, 800 60, 800 +1 000 
Rents and utility services 36, 700 40, 700 +4 000 
Td 06 Printing and reproduction 42, 900 2, 900 
07 Other contractual services 1, 588, 144 1, 590, 144 +2, 000 
Services performed by other agencies_.- 66, 256 66, 256 
0&8 Supplies and materials 920, 500 930, 500 +-10, 000 
0, 09 Equipment 430, 300 432, 300 +-2. 000 
10 Lands and structures 448, 700 448, 700 
15 Taxes and assessments 9, 700 9, 700 
aa : he eee a oe aes ee 11, 004, 600 11, 104, 600 +100, 000 
educt charges for quarters and subsistence 4, 600 4, 600 
Total obligations from appropriated funds 11, 000, 000 11, 100, 000 4.100, 000 
imbursements from non-Federal sources 
Differ 01 Personal services 38, 000 38, 000 
(6 Printing and reproduction 10, 000 10, 000 
09 Equipment 16, 000 16, 000 
Total obligations payable out of reimbursements 
from non-Federal sources 64, 000 64, 000 
Total direct obligations 11, 064, 000 11, 164, 000 +100, 000 
Reimbursements from other accounts 
01 Personal services-_-- 97. 400 97, 400 
02 Travel 39, 400 39, 400 
03 Transportation of things 900 900 
TOL), OO 04 Communication services 1, 500 1, 500 
07 Other contractual services 5 28, 300 28, 300 
0S Supplies and materials 24, 500 24, 500 
Total obligations payable out of reimbursements 
from other accounts sina : 192, 000 192, 000 
Obligations incurred ; iii 11, 256, 000 11, 356, 000 +100, 000 


Mr. Jensen. Before we begin with the testimony, I would like to 
/ say that we are happy to have on this committee Mr. Hamer H. Budge, 
+100, 00 Congressman from Idaho. Mr. Budge has had a great deal of experi- 
ence in Interior affairs, having been on the Interior and Insular Af- 
fairs Committee for a number of years. We welcome his presence here 
as well as his experience, and I am sure Mr. Budge will find that this 
is a most interesting committee, since we appropriate money here for 
nothing except that which is for the development and for the good 
of America. 
Of course, we do, as you know, Mr. Budge, appropriate funds for 
-=- the island Territories, and we now have the trust islands as well as 
+100, 0% the island of Guam for which we appropriate funds. 
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It isa pleasure to have Mr. Budge with us. He, of course, is great 
interested in the development of the West, along with his own Stat 
The first item which we will take up is under the heading of Buy 
of Land Management. We have with us Mr. Clawson and three of | 
assistants, who will attempt to justify the $100,000 requested fo. 

prevention on public lands. 


t 


fire 


GENERAL STATEMENT 


Mr. Crawson. Mr. Chairman and members of the committee, 
several years the appropriation act carried an item for fire fighting 
on the public lands. and that amount in recent years has been approx 
mately $150,000. We have carried on fire fighting to the extent neces 
sary, combating fires wherever they broke out, and trying to rest) 
the areas burned over to the minimum and prevent damage. F) 
quently there is a serious erosion damage following a fire, as well a: 
loss of the vegetation and forage. 

Each year now, for the past several years, the costs of fire fighting 
have run in excess of the amounts appropriated, and we have requested 
supplemental amounts to cover the actual costs up to date, plus the 
anticipated expenditure for the remaining 6 months of the fiscal year, 
which are necessarily anticipatory, based upon past experience. 

Fire fighting is, of course, more logically reported on a ealendar- 
year basis, since fires, especially on lands that are under control. run 
from roughly the 1st of June to around the 1st of August, or for a 
short period beyond. 

For the calendar year 1952 we had a moderately light fire year. 
It was not a severely heavy fire year. The number of fires was slightly 
above the 5-year average, but the acreage burned over not much above 
one-fourth—about one-third of the 5 years, which was relatively good 
from that point of view. And, the cost, in the fiscal year will be less 
than it was in the past 3 vears, as you will see by the sheet you have 
before you. The cost in the past 3 years, fiscal years, have been aver 
aging $327,000, and in each of those years the initial appropriatio 
was $150,000. 

The cost, as shown on the sheet before you, covers to November 30, 
in the amount of $186,398: and up to December 30 it was only very 
slightly in excess of that—$188,439. 

In other words, we have expended $38,439 in excess of the actual 
appropriation and are requesting an amount to round out the $100,000. 

The expenditures over the past 3 years, for the remaining 6 months 
of the fiscal year, and the first 6 months of the calendar year have 
averaged 59,800, which items corresponds with the amount we are 
requesting. 


T think that gives you a brief background of the amount. and the 
purpose of this request. 


PURPOSE OF EXPENDITURE 


Mr. JeNsEN. Tell us just what you expend the money for? 

Mr. Crawson. The largest single item is for hire of temporary labor 
in firefighting to actually go out and fight fires. We do have equip- 
ment of various types—pumps and pumping outfits; bulldozers, truc 
and that sort of thing. We have a limited number of fire guards and 
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people of that sort who are on a monthly basis, but the bulk of this 
is for people who are paid by the hour while actually out fighting fires. 

And I should add also that on this we have excellent cooperation 
from the ranchers, the farmers, and others living in the affected area. 
And we get assistance in fighting fires that we know we do not always 
pay for. As you know, when vou get to fighting a fire, you cannot 
he limited to some boundary line, you do not stop where the boundary 
line ends; you fight the fire and get it out as quickly as youcan. And 
in a typical area the private and public lands are intermingled. We 
do not spend money for fighting fires on private lands if we can avoid 
it, but we cannot always do so; but I am sure that we get far more 
assistance than we give. Where we have furnished assistance the acres 
are not substantial. 

Mr. JeENsEN. The Government owns the fire-fighting equipment? 

Mr. Crawson. That is right. 

Mr. JeNseN. And you furnish all the equipment ? 

Mr. Crawson. We furnish equipment in these grazing districts, 
but in many instances the counties have fire-fighting equipment, and 
the States may have equipment. 

Mr. JENSEN. Do you ever call out the fire department from a town? 

Mr. Ciawson. Generally no, because, and in the first place, usually 
their equipment is of a different sort, and if we were to call them 
out on a large fire, the fire-department equipment might be needed at 
home to fight a fire, and you could not very well rely on that. 


MONTHS OF GREATEST FIRE HAZARDS 


Mr. JensEN. What is the season of the year in which you experience 
most fires? 

Mr. Ciawson. July and August. The most serious area is in south- 
ern Idaho, northern Nevada, and northern Utah, where you have cheat 
grass, one of the most prolific sources of fuel, and it ms akes a very bad 
fire. The annual crop is very heavy, and when it is dry in summer 
it furnishes a very flammable fuel. “We also have sagebrush. When 
a fire starts, sometimes it will not catch the sage, but once you get the 
cheat grass hot, a fire will begin to run, and it also runs very badly in 
the sage. 

Mr. Jensen. Can we assume that from now on to July is a hazardous 
period ? 

Mr. Crawson. That is correct, although the hazard generally de- 
pends so much upon the grass. There are years in which it would 
not be a serious hazard by the end of June, while in other years you 
have a bad hazard by the 1st of June. 

The actual experience over the last few years has varied—but we 
have expended roughly $60,000 in the first € 6 months of the calendar 
year, most of which was spent in June, and the rest spent in May. 

If the committee should give us the funds requested here, and the 
amount we have asked for is not used up at the end of the fire season, 
of course, it would not be expended. In other words, the expendi- 
tures for fire fighting vary. If we get a bad fire season and spend 
more than the committee gives us, the bill for fire fighting can be paid 
and will be paid for out of the next year’s funds. We cannot—it 
seems obvious that we cannot say we will fight a fire up to some point 
and quit, and I do not think we could possibly do anything of that 
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kind in trying to make an estimate, but we keep the cost to the mi 
mum. We cannot predict in advance just what the costs are going to 
be, and I think anyone who has had experience in fighting fires vil] 
agree that the most expensive thing to do is to try to fight a fire a lf 
heartedly. In other words, if you “have a fire to fight, you had be: 

go out and deal with it properly, and in the long” run it will be t the 
cheaper method of fighting the fire. 


AGENCY ATTITUDES ON SUPPLEMENTALS 


Mr. Jensen. There is one thing I want to mention to every age: 
of the Department of Interior, ‘and that is the habit that it seenis 
several departments, Government agencies, bureaus, and commissions 
have. Regardless of how much we appropriate in the general ap 
propriation bill, they pay no attention to that, but just carry on as 
though they had all the money they asked for, and about this time of 
the year they come up for deficiencies. 

I realize, of course, that this is an emergency, and if there are fires 
you have to put them out as best you can, so it really comes under an 
emergency category. 

However, we have an antideficienc v law, and the language of that 
law is very plain. As you know, Mr. Clawson, there are some pro- 
visions in that law which say that if you spend more than is contained 
in the congressional appropriation, there is a penalty involved. 

Of course, they get around that in the departments. For many 
years they have gotten around that by calling these deficiencies a sup- 
plemental, or an emergency supplement: al, or something of that sort. 
But should I forget to mention this when you come up for your gen- 
eral appropriation, Mr. Clawson, I hope that you will understand that 
whatever your appropriation in the general bill is, we will expect you 
to live within the dollars provided. 

Of course, as I say, an emergency such as fire fighting falls in a 
different category. But deficiencies have been requested by the mil- 
lions and by the billions of dollars. It just cannot go on and on, and 
to repeat, should I forget to mention it in the general hearings, you 
know it now. 

Mr. Ctawson. May I just make one comment ? 

Mr. JENSEN. Yes. 

Mr. Ciawson. This fire-fighting item is paid for out of the appro- 
priation title, “Management of lands and resources,” which covers 
practically all of our ‘activities, and the total appropriation for the 
present year is $11 million for that activity. So, technically speaking, 
since we have incurred no deficiency here, we could absorb this amount, 
the anticipated amount, but only at the expense of other activities, 
and at this stage of the year the only activity which has any adequate 
amount uncommitted i is “Soil and moisture conservation.” 

Now, the alternative to this arrangement which we have had for the 
last several years (1) would be to fight the fire within the limits of the 
amount of money afforded, and then let the fire burn uncontrolled. 
The other would be for the committee to appropriate for this purpose 
a much larger sum to cover whatever amount would be needed to meet 
the emergency. I fully sympathize with your observation relative 
to supplementals and deficiencies, and I certainly think that our record 
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in that respect is quite good. We certainly do live within the funds, 
but with respect to this fire-fighting business it seems to me that is an 
exce ption to the rule, and I do not see how you can possibly meet the 
requirement, except, as I suggested, to provide a much larger appro- 
priation to meet any demand, with the direction that only the amount 
required be expended. 

And I want to say for the record that we use just as much efficiency 
and get just as much out of this money as we possibly can, and we think 
that our record is quite good, but when you have a fire, it seems to me 
that we have to fight it. 

Mr. JENSEN. Fire fighting does come under a different category. 


FUTURE BUDGET REQUESTS ON FULL-YEAR BASIS 


Mr. Fenton. I think, Mr. Chairman, Mr. Clawson has covered the 
main points for this supplemental appropriation, and as indicated 
by looking over this record of appropriation, the thing he comes in 
for is to cover a real emergency. 

Now, in the light of what you were just saying, Mr. Clawson, and 
inasmuch as we face a deficiency every year for fire fighting, I think 
there should be included in your general appropriation an estimate 
for the amount required so that we can eliminate the supplementals. 

Mr. Ciawson. The 1954 fiscal appropriation item which is coming 
up will have a larger amount for this pare and it is antic ipated 
it will meet the needs for an average year. That, however, may not 
get us entirely away from supplementals, if we have a bad year, but it 
is hoped that it will meet the average and that we will only occasionally 
have a bad yea 

Mr. Fenton. I realize there are exceptional cases. I think it is one 
of the most important items, and certainly I am not going to quibble 
about a supplemental of this type for fire fighting. 


NATURE OF FIRE HAZARDS IN VARIOUS REGIONS 


I notice, however, you mention the various regions. Is region 1 
in the Idaho area? 

Mr. Ciawson. Yes; that is region 1, which includes Idaho, Nevada, 
and Washington. And that is the most difficult fire area we have. 

Mr. Fenton. What States are in region 2? 

Mr. Cirawson. Region 2 covers C alifornia and Nevada. 

Mr. Fenron. And how about 3% 

Mr. Ciawson. That is Montana and Wyoming. The fire hazard 
depends upon the vegetative type. 

Mr. Fenton. What about 5? 

Mr. Crawson. That is Arizona and New Mexico. 

Mr. Fenton. Are there any forest fires in the California area? 


SUPPLEMENTAL FOR GRAZING AREAS ONLY 


Mr. Cuawson. The forest fire fighting which we do—and we are 
not asking for a supplemental on that—the forest fire fighting for the 
Bureau of Land Management is handled under a contract with the 
States and other fire-fighting associations, and that comes in the reg- 
ular appropriation, and they carry the risks, and if they get a high 
cost year, they carry the risk for that. 





In other words, this is only the grazing here, where we have our 0) 
fire-fighting organization. 

Mr. Fenton. This is only for grazing areas in this request ? 

Mr, Ciawson. Yes; grazing and shrubs and sagebrush, and things 
of that kind. 


METHOD OF HANDLING REGULAR APPROPRIATION REQUEST 


Mr. Jensen. Before I call on Mr. Budge, I want to announce now, 
and I think this will be as good a time as any, that Hamer Budge \ 
act as chairman of this subcommittee during the general hearings 0; 
the regular appropriation bill for the Bureau of Land Man: agement 
I will vacate the chair when the time comes to consider those ite ms, 
and Mr. Budge will occupy the chair and will carry on the hearings 

I do that because of his broad knowledge of the Bureau of Land 
Management and its affairs, and as I said previously, I am very glad 
that we have Mr. Budge with us because of his knowlec lge and ex 
perience in this line. Mr. Budge. 

Mr. Bunge. I wish to thank the chairman very much for his courtes) 
and I hope that I can be of assistance to the chairman and to t! 
committee. 


TWO METHODS OF FINANCING FIRE-FIGHTING ACTIVITIES 


Mr. Clawson, I wish you would explain to the committee just why 
it is necessary to have the two different types of fire- fighting activities: 
one, the contract type, and the other, the type that is covered by this 
supplemental request. 

Mr. Ciawson. Mr. Budge, a major part of it grows out of the nature 
of the acreage, whether public land or privately owned land. In the 
western Oregon area and northern California are areas where quite 
a bit of timber is on public land, and the public land is a minor part 
of the total acreage, a small part of the total acreage. The other 
agencies have fire- fighting organizations, in any event. The State of 
California, to which we contract and pay, I think, the largest sum 
of any, has its own fire-fighting organization, and our lands are only 
a minor part of the area to be ] protected. We find that it is unques- 
tionably a great deal cheaper to have them protect it than it would be 
to have maintained a fire- fighting organization of our own. 

On the other hand, in the grazing districts, the bulk of the land is 
Federal land, and in most instances these units are just not equipped 
with equipment, with labor, nor with experience to do the fire fighting. 
In some areas, such as the State of Idaho, for example, we have pro- 
tection on a repayment basis. It would be wasteful to have two 
organizations fighting fires over the same area; it would be wasteful, 
so the really desirable thing is to use as much of their equipment as 
we can in order to do the fire fighting. 

Mr. Buner. In other words, where your acreage is the smaller por- 
tion you go under contract rather than having a big organization of 
your own. 

Mr. Crawson. That is right. There are some exceptions to that— 
in Montana, for instance, in the grazing districts, where there again 


you will find relatively not as much forest as there is out in Wyoming, 
Idaho, Utah, and Nevada. 
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In Montana they have an excellent organization, large group of 
volunteer workers, known as the Rural Fire Fighters Organization, 
and we have not worked out any contracts with them because. for 
a number of reasons, I am not sure that they have the authority to 
enter into a contract. However, we do provide small tools for them, 
for instance, to carry a share of the costs, and if a big fire occurs, we 
will send some men into the area to help out in fire fighting. But, in 
seneral, the deciding thing, as you have just stated, is the propor- 
tionate acreage, according to ownership. 


BASIS OF CONTRACTS FOR FIRE PROTECTION 


Mr. Buper. Just what is the basis of your contract? For example, 
with this organization in California where you spent $260,250, is 
that on a man-hour basis 4 

Mr. CLawson. No; that is on an acreage basis. That will account 
not only for the total acreage, but some of the classification of the 
acreage as well, according to the fire hazards. If it is less hazardous 
it is based on that fact, and we arrive at the cost of fire fighting in 
those different zones on that basis. 

As a matter of fact, 1 think it is an entirely proper statement that in 
many instances we are not carrying our full share of the costs. On 
the other hand, it is also prefectly true that we have never made a 
boundary line survey of this, because you fight the fire on the land; 
you cannot just let the fire burn someplace; you fight the fire where 
it is. But there is an effort on our part to bear no more than our 
share of the cost, but as near up to our share as we can. 


BUREAU OPERATIONS ON A THIN MARGIN 


Mr. Buper. I notice your total appropriation for your land 
Management program is $11 million, which leads me to believe you are 
operating on a pretty thin fund if you cannot absorb at least 1 per- 
cent, the $100,000 you are asking for today. 

Mr. Crawson. First of all, let me say that we do, but may I add 
that every item within the $11 million is very carefully budgeted 
originally, and very carefully planned from the beginning. And 
from that we do operate on a very thin margin. 

We could absorb the $100,000, but it would be at the expense of some 
other program, and the program that would be hurt, the program 
out of which the funds would have to come would be the soil and 
moisture conservation and the weed control. 


DIFFICULTY IN CUTTING TOTAL APPROPRIATIONS 


Mr. Buper. Mr. Chairman, in conclusion, it seems to me that this 
Congress is going to have quite some difficulty if the agencies cannot 
absorb less than 1 percent of the total appropriation. I do not know 
how they are going to cut down on the total appropriations very 
much in this Congress, if this same type of request is typical for all 
agencies, for which the Congress appropriates funds. 

Mr. Jensen. They are going to have to cut down, and we are going 
to have to require them to live within their appropr iations—possibly 





not in this particular instance, but we are going to have to bring this 
terriffic expenditure of the Government down, or we will have ), 
money to pay anybody in these fire districts. 


MORE THAN AVERAGE NUMBER OF FIRES SINCE LAST APPROPRIATION 


Mr. Norrett. Mr. Chairman, I have just 1 or 2 questions I woul 
like to ask: Have you had an unusually large number of fires dur 
ing the period of time, for instance, since your last appropriation was 
made available ? 

Mr. CLrawson. Somewhat more than the average. If the commit 
tee would wish to have it, I have here a small table that shows by ¢a| 
endar year the number of fires, the acreage involved, and the ex 
penditures over the past 5 years. 

(The table referred to follows :) 


Fire suppression—5-year record 


Calendar year Number fires Acreage E se 
HSCal yea 


1948__ = 562 151, 471 
1949 ; i 3 149, 172 
1950 - 696 2, 185, 526 
1951 wl j 906 344, 542 
1952._... . is ‘ ‘ : | 76 168, 024 


Total ____. Aes: 3,559 | 2, 998, 735 | 
5-year average se 2 | 712 599, 747 


Mr. Crawson. As I said a little while ago, this is a little confusi 
because you have the appropriation made on a fiscal- -year basis, and 
the fire season is heaviest in summer. So the fires are reported on 

-alendar-year basis, rather than on a fiscal-year basis. 

You will note that the 5 5-year average was 712 fires, whereas 
the summer of 1952 there were 761. In other words, somewhat above 
the average. 

The acreage burned over in 1952 was 168,000 as against the 5-yea 
average of 5{ 99,747. While the acreage was less, the number of fires 
was more. 


MOST FIRES IN JULY AND AUGUST 


Mr. Norrett. From your observation, I gather this amount will 
cover about 6 months from January 1, 1953? 

Mr. Ciawson. That is right. 

Mr. Norrett, It is true that you have most of your fires in the fall 
of the year? 

Mr. Crawson. In July and August. 

Mr. Norretu. In July and August. Yes. 

In other words, most of the fires have actually taken place in this 
fiscal year. 

Mr. Ciawson. Yes; that is correct. The expenditures, January | 
to June 30, are somewhat varied. 

Mr. Norretx. Your November 30, 1952, expenditures were $36,295, 
and you estimate the additional expenditures at $63,602 during the 
fiscal year. 

Mr. Crawson. Yes. 
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POSSIBILITY OF ABSORBING COSTS 


Mr. Norrevy. I am wondering, Mr. Clawson, about this: I think 
vou are inclined to be as economical as possible, but I heard you say 
something about the possibility of ga. some overexpenditures 
in this item during this fiscal yea W ould you mind elaborating 
on that and giving the committee the benefit of your ideas on that 


subject ? 


Mr. Crawson. The appropriation for this fiscal year was broken 
down into a number of activities; forestry and grazing and surveying, 
minerals, and what not. We planned our expenditures and our year’s 
program on the basis of amounts in those different activities. For 
many of those activities the funds are completely budgeted for the 
year; I mean in terms of permanent personnel, and the like. The 
only activities where there are uncommitted funds, but planned-for 
funds, are the soil- and moisture-conservation program and the halo- 
veton-control progr am. 

Part of the reason for the reluctance on our part on the matter of 
the absorption of funds is that you have a planned program which 
you set out in justification of your budget, and presum: ably that was 
approved by the Congress at that time and by the committee. If 
you absorb any of it now, you have to trim back someplace from your 
approved program. 

[t had been our expectation, as has been the practice in other years, 
that we would carry out this fire-fighting program and that the 
necessary costs would be met. As Dr. Fenton stated a minute ago, 
perhaps we should—and in fact we are in the 1954 request seeking a 
somewhat larger amount so that it will not be necessary to come back at 
least in average years. 


UNEXPENDED BALANCES 


Mr. Norrety. In the event the committee should permit you to 
use money from some other fund in which you may have an unex- 
pended balance at the end of this year, that would not greatly incon- 
‘5 nience the operation of your department, would it ? 

Mr. Crawson. If we used any unexpended funds at the end of the 
year to meet this, it would not, assuming that we went ahead on our 
other programs. 

Mr. Norrewi. Is it true that you have unexpended money in some 
fund, almost every year at the end of the fiscal year / 

Mr. Cuawson. We always have to have a little, in order to have a 
margin of safety, so that we do not overspend. But you cannot be 
certain as to the size of that. It is there as a cushion against over- 
expenditure. 


METHOD OF HANDLING FIRE-FIGHTING COSTS WHEN PRIVATE 
LAND IS INVOLVED 


Mr. Norreiu. Let me ask this question. I know that in fighting 
fires sometimes you have to get the Federal authorities over on 
private land ? 

Mr. Ciawson. Yes. 

Mr. Norrett. And I suppose at times you get the private authorities 
over on Federal land. 

Mr. Ciawson. That is right. 
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Mr. Norreiti. How do you square your accounts in circumsta 
like that? 

Mr. Ciawson. It varies, depending upon the extent of it. In thy 
first place, if you got Federal people over on private land, we hiaye 
always taken the position that it was justifiable inasmuch as we were 
doing it to protect the Federal land. In other words, you cannot let ¢| 
fire burn on the private land and say that when it crosses over the line, 
we should stop, because we try to stop it according to the conditions 
In other words, we have actual payment of some of the bills by private 
owners or by some States or counties, and sometimes they have use 
money and ie tae ry in fighting our fires. Actually, there is not any 
repayment. I admit that we might have difficulty proving that, but | 
am convinced that over the years, in all of the areas where we fig) 
fires, we have had a lot more help than we have given. 

Mr. Norrewu. I know that is true, but I assume that when you fight 
a fire on private land they would pay for it. How much have you « 
lected this year from that source, if you know? 

Mr. Ciawson. I do not have the figure here. As a matter of fact 
we do not collect the money and send it in to the Tr easury. We get 
them to pay some of the costs at the time, sometimes in terms of sup- 
plies for the fire fighters. 

Mr. Norrett. They would pay all of the costs on the privately 
owned land, would they not ? 

Mr. Ciawson. Yes. 

Mr. Norre.u. I am just trying to get an accounting. 

Mr. CLawson. I see what you mean. 

Mr. Norrext. In your operations with the private-land owners, | 
know that they sometimes help you in case of a fire as you help them. 
But there ought to be some way of keeping an account of that, so that 
. , . “4 . rr 
it can be done on an equitable basis. They should pay the Government 
for help the Government gives them, and the Government should stand 
certain losses the other way around, when work is done on Government 
land. 

Mr. Crawson. Yes. 

Mr. Norrett. Have you a statement of that kind that you can put 
in the record ? 

Mr. Crawson. I think we can provide such a statement. 

(The statement referred to follows :) 

It must be understood that employees of this Bureau do not fight fires on privat: 
lands unless a fire which started on public land has spread onto private lands 
or the fire is of a nature which threatens to spread onto Bureau lands if not 
promptly checked. In such cases it is clearly to the advantage of the Gover 
ment to stop the fire. Likewise, fires which originate on BLM lands are fought 
by the owners of the adjoining State or private lands in order to protect their 
interests, and this is often done without cost to the Bureau. Ofttimes the owner 
of private lands is a user of Federal range and is required to assist in fire 
suppression. 

In many instances the owner of the private lands compensates the Bureau 
by providing equipment, on a free loan basis, and supplies, food, etc., for the 
tire fighters, and sometimes by paying them direct. 

Fire suppression is an emergency, the same as floods; therefore, immediat« 
action must be taken without awaiting a determination of the possibility of 
repayment. 

The Bureau also receives benefits in that it ordinarily is not requested to 
compensate private owners who fight a fire originating on Bureau lands in orde! 
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to protect their own, or who continue fighting fires after they spread to public 
lands. 

For instance, in Montana, during the latter part of November when the fire 
segson ordinarily is over, a large fire burned over 45,000 acres, including 5,000 
acres of BLM lands. Our fire tighting organization had been disbanded so we 
furnished fire-fighting equipment and assigned what personnel were available 
to the fires, yet the total cost to the Bureau was only $285. 

Since the Bureau frequently fights fires on private lands in order to protect 
its lands, and does so without the request of the owner, it does not always seek 
compensation. However, when fires are frequently fought on other lands as in 
Idaho, the Bureau is compensated. The State of Idaho allots about $14,000 for 
fire suppression by the Bureau. 

Fire is a disaster, and when disaster strikes it is the duty of all to work 

wether for common good and safety. We feel certain that year after year the 
Bureau benefits many times more by contributions of men, material, and service 
in protecting Bureau lands than what it expends in fighting fire on State or private 
lands. 


RELATIONSHIP OF FIRES, ACRES BURNED, AND MONEY SPENT 


Mr. Buper. Mr. Clawson, I notice that in this statement which you 
have filed, and which has been made part of the record, in the calendar 
year 1950 you had 2,185,526 acres burned and I think you spent in 
that year only $355,240. 

Mr. Cuawson. Yes. 

Mr. Buper. In the year 1951 you had 906 fires, which is substan- 
tially more than the 761 in 1952; ‘there were burned over 344,542 acres 
as compared with the figure in the calendar year 1952 of 168,024 acres. 
And yet you spent almost $150,000 more in the calendar year 1952 than 
in the calendar year 1951. It seems to me there should be a direct 
relationship between the number of fires, the number of acres, and the 
umount spent. 

How do you justify these figures ? 

Mr. Ciawson. That is not entirely so. This table is a little bit 
confusing, because those expenditures are fiscal-year expenditures 
and more properly belong back 1 year. What is shown under 1952 
for the fiscal year 1952 would cover mostly the 1951 calendar year. 
So that-the table is a little bit misleading in that respect. 

Mr. Buper. That would not be true with the large bulk of your fires 
— occur in July and August, would it? 

. CLawson. Yes; but your fiscal year 1952 begins July 1, 1951. 
So an the number of fires in 1951 and acreage correspond more nearly 
to your fiscal year 1952 expenditures than to the fiscal year 1951 
expenditures. 

Actually, it is difficult to do it either way. 

The other bee that I want to make is this, that in the year 1951, 
the calendar year, when the acreage is so very large, the bulk of that 
acreage burned was in Alaska and not in the States. The big acreage 
came in two big fires that we did not fight at all. They were in 
remote areas of Alaska and got completely out of control and burned 
themselves out. 

The dollars that you are spending for fighting fires are related 
1oughly only to acreage and number of fires and we have attempted 
to make correlations between them, but that cannot always be done. 
Sometimes you get a fire that burns a large acreage and yet your 
expenditures are not terribly great. On the other hand, you may 
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get a smaller acreage burned and your expenditure may be just as 
large. 

Our contention is that the number of fires is a better guide than 
acreage, and even then your real concern is to minimize the acreage 
burned rather than to minimize the cost. 

Mr. Bunce. As I understood you a few minutes ago, you said that 
this past year was not a particularly bad fire year. Then why have 
expenditures been so much greater than ever before ? 

Mr. Crawson. That is not so, Mr. Congressman. That amount of 
$391,000 was for the fiscal year 1952 which ended on July 1. For 
the fiscal year 1951 our expenditure up to the end of December was 
$188,000. If you add to it the $60,000 we anticipate for the remainder 
of the year, it comes out to $250,000. In other words, our expenditure 
is less this fiscal year than it was in the fiscal year 1952 or in fiscal] 
1951, or approximately the same as 1951, and much less than in 1950), 

Mr. Buper. That is what I wanted to have explained, because this 
table is somewhat misleading. 

Mr. Ciawson. That is right, and I thank you very much for it. 

Mr. Jensen. If there are no further questions, that is all, gentle- 
men; and thank you. 

Mr. Crawson. Thank you very much. 


Turspay, Fesruary 3, 1953. 
BUREAU OF MINES 


HEALTH AND SAFETY 


WITNESSES 


J. J. FORBES, DIRECTOR 

H. J. SLOMAN, ASSISTANT TO DIRECTOR 

JAMES WESTFIELD, CHIEF, HEALTH AND SAFETY DIVISION 
HARRY F. WEAVER, CHIEF, COAL MINE INSPECTION BRANCH 
W. E. RICE, CHIEF, ADMINISTRATIVE DIVISION 

ELWOOD THOMSON, CHIEF, BUDGET SECTION 


Amounts available for obligation 


Presently | Revised iin 
available estimate — 

| 
Appropriation or estimate , | $4,555,000 | 75, 
Reimbursements from non-Federal sources_...............--.- 3 LOM iiss. : 
Reimbursements from other accounts_-__...............-.---.- 





Obligations incurred 4, 121, 071 4, 596, 071 475, OO 
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just as Obligations by activities 


le t] 
nay reser 
Han Description Pre — 
ACTeAT avaliable 


Direct obligations 


id that \ ppropriated funds: 
iV } we 1. Investigation of accidents and rescue work $ ms Yi $849, 370 
~ lave 2, Mine inspections and investigations 2. 440 3. 196, 440 


Explosives and explosions testing and research 9, 16 509, 190 


JUNE of Total obligations from appropriated funds-.-- -- 4, 080, 000 , 555, 000 


F 2eimbursements from non-Federal sources 
. or {, Replacement of personal property sold -- 1,071 


er Was 
alnder 
idituye 


Total direct obligations... ‘ 4,081, 071 


Obligations payable out of reimbursements from other accounts 


) fiscal 1. Investigation of accidents and rescue work - - 6, 000 000 
ey 2, Mine inspections and investigations 5, 000 5, 000 
n 1950 ;, Explosives and explosions testing and research - - 29, 000 29, 000 


se this lotal obligations payable out of reimbursements from 
other accounts s baal 40, 000 , 060 


Obligations incurred_--- ifad j 4, 121, 071 , 71 


rentle- ———— ots — ——————___—_——_ 


Obligations by objects 


Presently 


available Difference 


Object classification 


otal number of permanent positions ; ‘ 706 
Full-time equivalent of all other positions 


Average number of all employees 


Personal service obligations: 
Permanent positions och 
Part-time and temporary positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


otal personal service obligations 
Direct Obligations 


Appropriated funds: 
(1 Personal services_-__ -- nd ; 3, 556, 666 3, , 675 
02 Travel dé tae 176, 06 : 31, 300 
03 Transportation of things ote pelt 12, § ; , 200 
(4 Communication services ; | 10, 948 , 24 . 300 
05 Rents and utility services : jebuandl ; 22, 5, 400 
06 Printing and reproduction 4 ‘ 3, ¢ } 300 
07 Contractual services : ; te 47, 256 000 
08 Supplies and materials-- ‘ ik setSodcdrad 35, 373 , 825 
Appropriated funds (continued) 
09 Equipment = ‘ 87 000 
3 Refunds, awards, and indemnities --. Sad ; 500 
cian 15 "Wee e@amensments. 22. 6. 155. oss oe ss ses cee 3, 245 
Total obligations from appropriated funds - ----- 4, 080, 000 
Reimbursements from non-Federal sources: 
$475, 001 09 Equipment 


Total direct obligations-_---~--- aid 4, 081, 4, 556, 


Obligations payable out of reimbursements from other accownts 


0! Personal services 3 . 33 wisi ubstel 30, 000 30, 000 
08 Supplies and materials__-- eee WORE 7, 000 7, 000 
09 Equipment. bodbdac bad ; shi. 3, 000 3, 000 

Total obligations payable out of reimbursements from 
other accounts--_-....--.--.-.-- echdcical ; : 40, 000 40, 000 


Obligations incurred Séndasimieey 4, 121, 071 4, 596, 071 475, 000 


29310—53——25 





Estimate, | Revi 


Actual, 1951 1952 doe 














Average salaries and grades 

General schedule grades 
Average salary 
Average grade 


Mr. Fenton. Gentlemen, we have with us this morning representa. 
tives of the Bureau of Mines with a supplemental request for $475 1,000 
for the health and safety program. We have with us, Mr. Forbes, the 
Director of the Bureau of Mines, and some of his staff, including Mr. 
Sloman, the Assistant to the Director. 

May I say to you gentlemen that we have a new member of our 
subcommittee, Mr. Budge of Idaho. The rest of our personnel is as 
it was before, although | somewhat decreased in number. 

We are very glad to ‘have you with us, gentlemen, and we should like 
you, Mr. Forbes, to give us a statement on your request for $475,000 
which is for 214 months, from April 15, 1953, to the end of the fiscal 
year, June 30. 


GENERAL STATEMENT 


Mr. Forses. Mr. Chairman and gentlemen of the committee, I have 
a statement here which, with your permission, I should like to read. | 
think it will hit the high spots of our request. 

I welcome the op} ortunity of appearing before this committee to 
support the estimate of $475,000—the supplemental appropriation 
requested for the fiscal year 1953 to carry out the obligations imposed 
upon the Bureau of Mines by the Eighty-second Congress through 
enactment of the Federal Coal Mine Safety Act. 

The Federal Coal Mine Safety Act became effective when signed by 
the President on July 16, 1952, virtually at the close of the second 
session of the Eighty-second Congress. No opportunity was afforded 
the Bureau to request funds to carry on its additional responsibilities: 
therefore, the Bureau of Mines has used the funds of the “Health and 
safety” appropriation for the fiscal year 1953. Part of the “Health 
and safety appropriation was authorized to continue coal-mine in 
spection activities according to Public Law 49, Seventy-seventh Con- 
gress. Public Law 49, known as the Coal Mine Inspection and investi- 
gation Act of May 7, 1941, is incorporated as title I of the Federal Coal 
Mine Safety Act. It vested no authority in the Bureau of Mines other 
than the right of its inspectors to enter coal mines for inspection and 
investigative purposes. Such recommendations as were evolved from 
these activities were purely advisory and compliance therewith bj 
the operators of coal mines was entirely voluntary. Title I, inci- 
dentally, now applies to coal mines employi ing 14 or less persons regu 
larly underground and all strip mines, and to conditions applying to 


title II mines not specifically covered in title II of the Federal Coal 
Mine Safety Act. 


PROVISIONS OF NEW LAW 


Title II of the act is much more far-reaching than title I because 
it imposes certain powers of enforcement, subject to higher authority, 
upon the Federal coal-mine inspectors. Its provisions are limited to 
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coul mines employing regularly more than 14 persons under ground, 
and the law requires that such mines be inspected at least once an- 
nually. Before July 16, 1952, our inspectors would inspect a coal 
mine. write a report thereon with appropriate recommendations to 
eliminate or minimize the hazards which they discovered, and proceed 
to inspect another mine. Because of the duties and responsibilities 
imposed by title IT, the inspection of mines thereunder requires more 
time to complete. Moreover, with respect to title II mines, the in- 
spectors must observe—I think this is the crux of the matter, and I 
would be very happy to answer any questions regarding it; but this is 
the essential thing—(1) immediate dangers likely to cause major dis- 
asters. Which requires the inspectors to issue written orders for the 
operator to withdraw all workmen from the entire mine or affected 
section thereof immediately, except such persons as are authorized 
to correct the danger; (2) observe violations of the mine-safety pro- 
visions of the act and issue appropriate written notices of findings 
thereon—in other words, this is where they give them time to correct 
the condition: and (3) issue withdrawal orders when the violations 
of the mine-safety provisions are not corrected in the time specified 
in the notices of findings or extensions of such time. 

In other words, if there is a mine that does not comply with that 
provision, We can give an extension of time; and if at the end of the 
extension the inspector feels that the company has not done what was 
reasonable, he could order the withdrawal of the men under those 
conditions also. 

Once an inspector issues a withdrawal order, as in (1) or (3) above, 
he cannot according to the act, rescind it. The act requires that the 
Director himself, or a committee of three, excluding the inspector 
who issued the original order, reinspect the mine after the operator 
claims that the violation is abated, which caused the issuance of an 
order, and report to the Director. The Director is guided by the 
recommendations of the committee as to whether the order should 
continue in force, be modified, or be annulled. Such committee work 
is time-consuming and prevents three inspectors, for the time being, 
from conducting regular inspections of other mines. With respect 
to notices of findings as in (2) above, an inspector may issue such 
notices covering one or several violations in a single mine. Each 
violation often requires a different length of time to correct than 
others. The inspector is obligated to return when the specified time 
has expired or if the operator clears up the hazards before the expira- 
tion of the specified time, he may request a special inspection. The 
Bureau is obligated to send the inspector, who issued the notice of 
finding, or another inspector to the mine to determine the condition 
of the violation because it has been established policy not to delay the 
resumption of normal mine operations after violations of the act are 
corrected. 


WORKLOAD INCREASED 


The issuance of withdrawal orders and notices of finding places 
additional burdens on the present inspection force that were not im- 
posed on it by Public Law 49 and which the present force is not ade- 
quate to assume nor are present appropriations adequate to carry on 
the newly imposed load. Moreover, although to date only two orders 





have been appealed beyond the Director to the Federal Coal Mj), 
Safety Board of Review, the additional cost incurred by such | 
tion was borne by present appropriations. : 

In other words, we have to stand the cost of bringing our people her 
to appear before the Board, and that amount is considerable. 

The Government’s share of the expense also must be met from coa] 
mine inspection allotments in all future appeals to the Board or to the 
Federal courts. 

Avoidance of delay in reopening coal mines after withdrawal orders 
were issued and the violations of the mine safety provisions were 
cleared has resulted in rising communication costs such as telegrams 
and long-distance telephone calls. Iam pleased to tell you, however, 
that all appeals to the Director for revision or annulment of orders 
have been handled promptly regardless of whether they were received 
on working days, Saturdays, Sundays, or legal holidays. 

In other words, we keep very much in mind that we want the mine 
to get back to work at the earliest possible moment, to get into pro- 
duction and put the men to work after the violations have been 
corrected. 

Since the inception of Federal coal-mine inspections Congress has 
authorized the Bureau of Mines to employ 250 inspectors, but. rising 
costs have caused us to reduce our force to the present staff of 225 
inspectors by not filling vacancies. I believe that it will interest you 
to know how the new law has affected the number of inspections of 
coal mines. 

We do not have much background here. We have only about 6 
months’ experience. But I think it is enough to show a trend. Dur- 
ing the first 6 months of 1952, before the Federal Coal Mine Safety 
Act became law—this is quite essential because it gives a good com- 
parison to arrive at the slowdown—our inspectors completed 4,50 
inspections whereas during the last 6 months of 1952 they completed 
3,137 inspections. This represents a reduction of approximately 3 
percent in the number of inspections. Immediately after its enact 
ment the new law-had to be studied and inspections of title IT mines 
were deferred temporarily. Consequently an inordinately larger 
number of title I mines, which are small operations, were inspected 
and this is reflected in the total of 3,137 inspections. Moreover, the 
title I mines required no check inspections because compliance witli 
recommendations thereon is still voluntary. At the present time | 
believe that we are operating at a reduced inspection rate of at least 
40 percent below that which prevailed before we had the new law. |, 
therefore, have submitted a request for 75 additional inspectors if we 
are to approach the frequency of inspection before the new law was 
enacted. 

In specifying that title II mines must be inspected at least annually, 
I am certain that the Congress did not intend that we should inspect 
such mines only once a year and no more. In fact, we are hoping 
that we can boost that to twice a year at least. In the title IT group 
are the larger mines, and inasmuch as the law was designed primarily 
to prevent major disasters wherein large losses of life may be involved, 
we cannot do the job, which I believe we are expected to do, if only 
one inspection a year is made of each mine. 
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NUMBER AND FUNCTION OF NEW BMPLOYEES 


You will observe that all 75 additional inspectors requested are 
tablished at grade GS-12. That salary is $7,040 per annum. 

Mr. JENSEN. That is gross? 

Mr. Fornrs. Yes." The added responsibilities imposed by the new 
law require the highest type of men that can be attracted for the 
yosition of coal-mine inspector. It has been difficult to hold the 
est men on our present staff because positions in the coal-mining 
industry such as foreman, superintendent, and safety inspector are 
»vailable at much more attractive salaries. We have a tough job 
there because of the competition. We want to attract and hold 
ao persons for these jobs, and to do so even the salary of 

GS-12 grade is not equal to what qualified persons can obtain 
r less painstaking work in private industry. 

‘We are requesting 11 additional persons experienced in the use of 
electrical machinery in coal mines. Such persons are needed pri- 
marily to investigate compliance with the mine-safety provisions that 
pertain to elestric al equipment used in gassy mines as set forth in 
section 209 (f) of the Federal Coal Mine Safety Act. The Federal 
coal-mine See are almost entirely men who have been operating 
officials such as mine foremen and superintendents. Their knowledge 
of electrical equipment is usually of a general nature without spec ific 
electrical training. It is, indeed, seldom that a coal-mine official has 
he opportunity to acquire the experience necessary to make thorough 
checks of electrical mining equipment as required by the act. More- 
over, if our coal-mine inspectors were so qualified the time required 
to do the checking would further reduce the number of annual coal- 
mine inspections. A logical question is: Why is such electrical inspec- 
tion needed? It is an established fact that most mine explosions and 
fires are set off by arcing, sparking, or overheating of faulty electrical 
equipment. 

In fact, there was 1 year when up to 80 percent of all the ignitions 
that oceurred in coal mines were of electrical origin. It follows, there- 
fore, if the Bureau, through the work of the proposed electrical per- 
sonnel, can assist in eliminating the most prolific sources of mine 
capella and fires, it will have contributed substantially toward the 
primary purpose of the Federal Coal Mine Safety Act, namely, to 
prevent major disasters in coal mines. We propose to employ per- 
sonnel who are experienced in the design, operation, and maintenance 
of electrical mining equipment, who w ‘ll devote their entire attention 
to safeguarding against the hazards of such equipment. 

In addition to other laborator y technicians we are requesting two 
glassblowers, who are necessary to prepare the evacuated glass bottles 
required for obtaining samples of mine atmosphere. An important 
phase of mine inspection is the collecting of samples for analysis of 
mine atmospheres obtained throughout each mine on every inspection. 

Here is a sample of a vacuum tube that we use in taking these 
atmospheric samples in the mine. 

Mr. Jensen. Tell us what happens with that. 

Mr. Forses. There is a little etching here, and when this tip is 
broken off the air from the outside rushes in. This is a vacuum in 
here. Of course, it would be a whole lot more economical for us to 
have our own glassblowers, than to buy these, because the only thing 
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that has to be done after they come back to the laboratory is to evyacy. 
ate them again after putting on a new tip. If this part here jg 
broken off, then they have to repair it. That gives you an idea of 
what these vacuum tubes are. 

Analysis is needed to find out whether methane or other atmos 
pheric contaminants are present. The law has definite limits of per. 
centages of methane and carbon dioxide, which determines whether 
the mine can be continued in operation without some corrective actio) 
or whether the methane content is such that a so-called nongassy 
mine should be reclassified as gassy. That is a very important job 
that we are doing right now. 

Mr. Jensen. This instrument you have here plays a big part iy 
determining the gases of the mine? 

Mr. Forsrs. That is right. Those are sent to our laboratories by 
our inspectors throughout the United States and are analyzed and 
the results are transmitted to the inspector so that they can be incorpo 
rated in his report. 

It is more economical to the Government to make its own air. 
sample bottles than buy them ready made because by so doing we 
can control the quality of workmanship and the degree of vacuum. 
The new law requires much more extensive sampling of mine atmos. 
pheres than formerly to verify violations in mine ventilation and 
as to how a mine should be classed. Fortunately, when the law went 
into effect we had a fair backlog of air-sample bottles, which now 
has become depleted. To keep up with demand for air-sample bottles, 
the services of two glassblowers are needed. 


AUTOMOBILES REQUESTED 


Included in the estimate is a request for 97 new automobiles for 
the use of the proposed increases in coal-mine inspectors, mining 
engineers, and electrical personnel to perform official duties. At the 
present time 256 passenger automobiles are in use by a total of 272 
persons engaged in coal-mine inspection and investigation activities. 
Obviously the present fleet of automobiles for these activities is not 
laree enough for the additional proposed personnel. 

That just about concludes my statement and I should be very pleased 
to answer any questions you gentlemen may have on the support of 
this appropriation. 


SUPPLEMENTAL REQUEST MADE NECESSARY BY NEW LAW 


Mr. Fenton. As I understand it, Mr. Forbes, this supplemental 
request is made due to the action of the Congress in establishing Public 
Law 552 of the Eighty-second Congress? 

Mr. Fores. That is correct, Mr. Chairman. 

Mr. Fenton. This new portion of the mine law, Public Law 552. is 
in addition to the original act of 1941. 

Mr. Forses. That is correct. 

Mr. Fenton. And this part of the act will now be known as title 
II of the Mine Inspection Act? 

Mr. Forses. That is correct. 
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NUMBER OF NEW EMPLOYEES REQUESTED 


Mr. Fenton. You stated that you are authorized to employ 250 mine 
inspectors under the old act? 

Mr. Forses. That is right, Mr. Chairman. 

Mr. Fenton. You have never reached that number of inspectors, 
due to high costs, and so forth; is that right ? 

Mr. Forses. That is right. 

Mr. Fenton. And now you are asking for an additional 75 new 
inspectors all classified as mine inspectors ? 

Mr. Forses. That is right. 

Mr. Fenton. And you ask for an additional 11 electrical experts, 
electrical engineers? 

Mr. Forses. That is right. 

Mr. Fenton. Because you found out that most of the major acci- 
dents have been due more or less to some deficiency or defect in elec- 
trical equipment ? 

Mr. Forses. That is right. 

Mr. Fenton. You also ask for two glassblowers as you explained 
in your statement . What other additional personnel are required? 

Mr. Forses. I have a list here, Mr. Chairman, which probably ought 
to be put into the record. It gives the entire personnel required in 
the estimate. 

Mr. Fenton. That is, additional personnel ? 

Mr. Forses. It includes the whole business in addition to what we 
are receiving at the present time. 

Mr. Fenton. Without objection, that will be included in the 
record. 

(The matter referred to follows :) 


Supplemental estimate, fiscal year 1953, additional to present appropriations to 
administer title II, Federal Coal Mine Safety Act, Public Law 552, 82d Cong., 
Apr. 15, 1953, to June 30, 1953 


COAL-MINE INSPECTION AUXILIARY ACTIVITIES 


Personal services : 
Coal-mine inspectors, G 
Mining engineers, GS-13_- 
Electrical engineer, GS- 
Electrical inspectors, ¢ 
Attorney, GS-15__---- 
Attorneys, GS-12____- 
Chemist, GS—9____- 
Chemist, GS-7 sig 
Glassblowers, GS-€ 
Laboratory technicians, 
Laboratory technicians, ( 
Laboratory technician, GS— 

Laboratory technicans, GS—3___--- 

Cleritey GS-$iu2 22 eee rie % D 

Clerks, GS—4__.._-~- ; a : 10 

Clerk-typists, GS-3____-._---- pines ee 15 

Clerk-typists, GS-2 ai / ; 10 
01 Personal services : os . $187, 675 


‘ 
@ 
7 


( 
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Other obligations: 
RO a inc Rhee 5 ge I eo 
038 Transportation of things___--- 
04 Communication services __- 
05 Rents and utilities 
06 Printing and reproduction B 2 
OT Other contractual services___._____---__ 
08 Supplies and materials__._.___..._—- 
09 Equipment —_- 


Total, other obligations___- 
Total 


sindstrat edegh edinthtin altel dn ch din dp tebkde tile niod thine tthtitiaklaiuntiel 475. (HM) 


Mr. Fores. I want to say that we have been very conservative in ow 
estimates. We do not have too much background. Iam hoping we wil] 
be able to get through, Mr. Chairman, with these additional 75 i: 
spectors. Here is another interesting thing that we are up against 
An inspector goes to a mine and makes his inspection. He finds that 
there is some violation of the law. He gives them time to correct it, 
But he must return at the end of that time. There are instances, 
where our inspectors have returned as many as three or four or five 
times to that single mine. We did not figure on that additional burden 
too much. But I think we have enough experience now. We have a 
very definite trend and I am hopeful that we will be able to get by 
with the 75 inspectors. 

Mr. Fenton. How many inspectors do you have now? 

Mr. Forses, 223 actually on the payroll. 

Mr. Fenton. Are there included in that number any electrical 
experts? 


NUMBER OF MINES TO BE INSPECTED 


Mr. Forses. Yes. You will remember that when the first law went 
into effect, Public Law 49, the Congress gave us five mining electrical 
engineers. They are not enough to take care of this terrible burden 
that we are up against, in the neighborhood of 2,500 mines that come 
under title II. 

Mr. Fenton. Is that the estimate, 2,500? 

Mr. Forses. I would say it is roughly in that neighborhood. It will 
vary between 2,000 and 2,500. But under title I we have got all of 
the other mines that we have to inspect, totaling up to about 8,000 
altogether. 

Mr. Fenton. You mean the difference between 8,000 and 2.500 
represents mines other than those covered by title IT. 

Mr. Forses. Yes. 

Mr. Fenton. That would be approximately 5,000 mines that have 
less than 14 men employed ? 

Mr. Forres. Just about. Here are the latest figures. The number 
of mines in operation, title I, underground, 5,281; strips, 807; title II. 
according to this record, 1,919. That checks up pretty well. We 
are obligated to inspect all of those mines. 


MAJOR DISASTERS AND NUMBER OF FATALITIES 


Mr. Fenton. What do you classify as a major disaster ? 
Mr. Forres. Five or more. 

Mr. Fenton. Fatalities? 

Mr. Forses. Fatalities. 
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Mr. Fenton. How many fatal accidents occurred in the last fiscal 
vear ¢ 
~ Mr. Forres. Would you mind if I gave you those figures on a 
ealendar-year basis ? 

Mr. Fenton. Give it to us on a calendar-year basis; give it to us 
for the calendar year 1952, if you can. 

Mr. Forses. The total fatalities in 1952—subject to some little 
change—is 546. Four hundred and forty-seven of those occurred in 
bituminous and lignite mines and 99 in anthracite. I am not bragging 
about this, but that is the best record, so far as fatalities go in the 
history of the coal-mining industry. 

Mr. Fenton. Wh: at I want to know is this, Mr. Forbes. How many 
of the so-called major disasters occurred in mines employing more 
than 14 men, and what was the number of accidents that occurred 
in mines employing less than 14? If you do not have those figures 
here, you may insert such a statement in the record. 

Mr. Forses. Mr. Chairman, I think I have the number of explosions 
or deaths from explosions occ urring in the calendar year 1952; 15. 
One of those occurred February 2, 1952, at the Carpentertown Coal & 

Coke Co., in the Carpentertown mine, Mount Pleasant, Westmoreland 
‘ounty, Pa. It was caused by an ignition of gas by electric arc, and 
there were 6 deaths. 

On May 12, 1952, the Alaska Coal Co., Alaska No. 1 mine, Beelick 
Knob, Fayette County, W. Va. Gas explosion, ignited by electric are, 
one death. 

June 1, 1952, the Hanna Coal Co., a division of the Pittsburgh Con- 
solidation Coal Co.; the Georgetown preparation plant, Adena, Har- 
rison County, Ohio; a dust explosion ignited by electric arc, one death. 
This is an explosion that occurred in a preparation plant. That is a 
peculiar one. 

On June 26, 1952, the Olga Coal Co., Olga No. 2 mine, Caretta, 
McDowell County, W. Va.; gas explosion, ignited by electric arc, four 
deaths. 

June 27, 1952, the Lehigh Navigation Coal Co.; Lansford No. 6 
mine, Lansford, Carbon County, Pa.; gas ignited by unconfined shot, 
four deaths. That totals 16 deaths from dust and gas explosions. 

Mr. Fenron. In order to save time, will you insert a list of those in 
the record ? 

Mr. Forses. I will be very happy to do that. 

(The list referred to is as follows :) 
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Mr. Forses. May I also put this in the record? I have a very spe- 
cial purpose for it. This disaster occurred March 27, 1952; there were 
five men who lost their lives by an inrush of water in the Cano and 
Martin’s slope mine, of Cano & Martin, Inc., Minersville, Pa. 

Mr. Fenron. I know about that. 

Mr. Fores. That is the reason J wanted to call it to your particular 
attention. 

Would you like to have inserted in the record the injuries as well as 
the fatalities? It will give a possible comparison of the improvements 
from 1933 to 1952. 

Mr. Fenron. That would be fine. 

(The matter referred to follows :) 


Injuries per million man-hours exposure, portal to portal 


Fatal Nonfatal 


Bitumi- | Anthra- Total Bitumi- Anthra- Total 
nous cite nous cite 


87 
39 
47 


91 


ata for 1951-52 are subject to revision. 


Number of fatal and nonfatal injuries 


Fatal Nonfatal 

Le ete 
Bitumi- | Anthra- Tate | Bitumi- | Anthra- iis 
nous | cite Total nous cite Fotal 


1933 } : Fy 833 231 | : 3, 946 15, 183 
1934 ee OB ee 958 268 | . 5, 8, 577 
1935 : 4 968 274 4 ¢ 5, 897 
1936 Pree aere : 1, 098 244 X 50, £ , 026 
1937 ; i dak es ds bce 1,198 215 | : 52,8 3, 412 
108 fu. er S83 i 880 225 | ‘ 

1939 BAe aps oe eS 867 211 

1940 : mie aged 1, 204 184 

1941 ee othe irs seb s 1, 072 194 | 

1942 ; we ee eels 1, 245 226 

1943 Oy batts. 43255, LLG. cit 1, 225 226 

Ee ota as 1, 124 174 

1945 : ; d Ze 925 143 

1946 5s ees ; 795 173 

1947 a : O85 173 

1948 van Likes ry 862 137 

1949 Seer PRE AAAs: 494 91 

1950 , TE dens Ba a 550 93 

1951 ! i as 685 100 

1952! * ; : 99 


Figures are subject to revision. 
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STATE COOPERATIVE PLANS 


Mr. Fenron. Coming down to this new law, what are the States 
doing about setting up cooperative plans as provided for in the ney 
law ? 

Mr. Forses. I am very happy you asked that question. When this 
law was passed and signed, I took it upon myself, after consulti ing 
with the Secretary, to get in touch with the chairman of the commit- 
tee on Education and Labor of the House, and we discussed that pro- 
vision very carefully. I told him at that time that our objective. of 
course, was to do everything that was humanly possible to stop fata! 
ties and injuries in mines and that we would bend over backward to 
assist In every way in working with the States. He was very happy 
to know that. . 

As a result of that, I had our key people in the field contact all of 
the chiefs of every coal-mining State in the United States and ex 
plain this provision of the law, section 202. After that was done, a 
letter was sent to the governors of all such States laying out the pro- 
visions of the law and our desire to cooperate to the fullest possible 
extent. 

Now we have heard from most of the States, and some of them have 
just not made up their minds. But, for your information, we have to 
date two States that have entered into this cooperative plan of joint 
inspections. One is the State of Wyoming, and the other is the State 
of Washington. There are a few other State plans that are now he- 
ing processed, and I am hoping that the States will go along with us 
in this joint inspection work, 


PROCEDURE UNDER NEW LAW 


Mr. Fenron. Will you briefly outline in 1, 2, 3, 4 fashion just what 
will be the procedure under this law for taking action to correct a 
hazardous condition or for closing a mine—what mechanics you have 
to gothrough? That will bring us up to this cooperative plan. 

Mr. Forses. I am going to have Mr. Westfield do that. He is Chief 
of the Health and Safety Division. 

Mr. Westrievp. I would like to get the question straight. Is thai 
in connection with the State plan? 

Mr. Fenton. Just what requirements we have to go through to 
comply with the law. First of all, the inspector makes a decision that 
a mine is dangerous. Then what does he do; what step follows that? 

Mr. Westrtexp. I would like to start right from the beginning when 
a State plan is not in effect. First, the inspector makes his inspection 
of the mine. That might be 1 day or 10 days or maybe 2 weeks after 
he sees the mine. During that inspection, if he finds a danger of ex- 
plosion or major disaster will occur he immediately notifies the oper- 
ator to withdraw the men. He posts a notice and also delivers one. 
He sends a notice also to the mine workers and other interested people 
connected with that mine. Then, after the men are withdrawn, they 
cannot go back in the mine—only the people permitted to correct the 
condition. 

Now, to reopen the mine, the operator makes a request to the Di- 
rector, ‘and then the Director himself has to go to the mine or send 
three men to go back and see if the condition has been abated, or 
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what has been done. After they reopen the mine, then they give them 
a notice they can go back to work. 

Mr. Fenton. We understand that. But suppose the mine operator 
does not agree with the inspector. What will they do then? 

Mr. WeEsTFIELD. In those instances, in case of danger, if they do not 
withdraw the men, then it is a case where they have to turn it over to 
the legal end for prosecution, if the company refuses to withdraw the 
men. That is the only penalty. 

Mr. Fenton. That is only done, however, after the Director sends 
three other inspectors into the mine to see whether they check with the 
original inspector ? 

Mr. WestrieLp. To see if the condition exists; yes. 

Mr. Fenton. There is no lawsuit pending until that is done? 

Mr. WestrreLtD. That is right. 

Mr. Fenron. What will be the next step? 

Mr. Westrtevp. In those instances, there would be no further step. 
But we do find in making an inspection—the inspector finds conditions 
that are not in accordance with the mine safety provisions of the law. 
In those cases, he does not issue a withdrawal order. He issues a 
notice of finding which gives the operator a reasonable length of time 
to correct the condition. He might have 10 findings on different con- 
ditions in the mine. He, at that time, states the law and every one of 
those violations is treated separately. The first one may be 1 day, 
maybe, the next,2 days or 10days. And it might require the inspector 
to go back to the mine anywhere from 1 to 10 times, depending on 
the number of violations. 

Mr. Fenton. That is, to see if the operator has tried to remedy the 
defects, and to see whether they are satisfactorily corrected ? 

Mr. Westrre.p. That is right. Now, if he sets the time and he 
goes back and finds the operator has made an effort to correct and, 
for some reason or other, has not completed the necessary work, then 
he gives him an extension of time and returns at the end of the ex- 
tended period to see if it has been corrected. But, for instance, if 
the company has not shown good faith, then the inspector is obli- 
gated to issue a withdrawal order, and then the men are withdrawn. 
Then we go back through the same operation again. But he has to 
make application to the Director to get a three-man committee to in- 
spect his mine to determine whether the condition has been abated or 
not, 

Mr. Fenton. Then what other redress has the operator if he dis- 
agrees ¢ 

Mr. Westrtetp. In case there is an order issued and he disagrees 
with the Director, then it can be taken to the Federal Coal Mine Safe- 
ty Board of Review. 

Mr. Fenton. That is a reviewing board ? 

Mr. Westrietp. Right. 

Mr. Fenton. That is a new agency ? 

Mr. Westrietp. Right. 

_ Mr. Fenton. What other course can he pursue, then, if he is not 
inagreement’ Can he take it to the Federai court ? 

Mr. WestrieLp. Yes; he can take it to the Federal court of appeals. 

Mr. Fenron. He has redress all down the line? 

Mr. Westrie.p. That is right. 
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PROCEDURE UNDER STATE COOPERATIVE PLANS 


Mr. Fenton. Now I come up to this question which prompted me 
to ask you to explain the procedural details. There is set up in the 
law a method for establishing cooperative plans with the States, 
Just what does that mean? 

Mr. Forses. I believe I outlined that to some extent. We are very 
anxious that the States will work along with us on joint inspections, 
To date, two States have entered into a cooperative agreement with, 
the Bureau. One is the State of Wyoming, and the other is the State 
of Washington. 

Mr. Fenton. Is there not something in the law that if the State 
does not enter into an agreement they lose some benefits provided }, 
the law? 

Mr. Stoman. I think I can throw a little light on that. It is not 
obligatory for the States to enter into this cooperative plan; but, if 
they wish to enter into the plan, there are certain criteria laid down 
in the law that the State must meet. Then the Director approves the 
plan if they meet them. If the States at any time fail to follow the 
agreement or criteria, then after a due hearing, the Director may 
withdraw his approval and the plan is then declared null and void. 

The important thing in the State plan is this, that the Federal 
inspector and the State inspector go together to look at the hazards 
and determine the violations, if there are any. In case the State 
inspector would not agree with the Federal inspector as, for example, 
that the mine should have a withdrawal order issued, then there is 
a provision in the law whereby the district court, one or the other— 
that is, either the State or the Government—can go into the district 
court and ask the court to appoint a third qualified man. Then the 
three go together as a committee of three to reinspect the mine, and 
it is a case of majority rule. If the independent third man agrees 
with the State inspector, then the Federal inspector is overruled. 

Mr. Fenton. Unless they agree to the plan, then the State has no 
redress from a decision made only by Federal inspectors ? 

Mr. Stoman. I would like to ask this one question. Do you mean 
the failure of a State to enter into an agreement means they lose all 
the privileges of the law? 

Mr. Fenron. Yes. 

Mr. Stroman. Not at all. It is not obligatory for the State to enter 
into any agreement. Mr. Westfield explained what the procedure was 
when there is no State plan in effect. Now, if there is a State plan 
in effect, the difference is that if after a decision is reached by the 
committee of Federal, State, and independent inspectors and the 
operator does not agree with it, the operator cannot then appeal to 
the Director of the Bureau of Mines for a review or annulment of 
his case. He must then go directly to the Federal Coal Mine Safet) 
Board of Review and then to the courts. In other words, the Director 
as a person to be appealed to is eliminated in that instance. Instead 
of going to the Director, he goes directly to the Federal Coal Mine 
Safety Board of Review and may still go to the court of appeals. 

Mr. Fenton. Then he is prohibited from coming to the Director 
before going to them? 

Mr. Stroman. That is correct. 
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Mr. Fenton. And you say that only two States up to this time 
have joined in a cooperative plan ? 

Mr. Forses. Wyoming and Washington. We are hoping as time 
goes on and we get a little more experience that we will get others. 


STATE PLANS WILL REDUCE NUMBER OF FEDERAL INSPECTORS 


Mr. Fenton. Is it expected that the establishment of State plans 
will relieve us of many inspectors in the near future? 

Mr. Forzes. I cannot see that in the immediate future. It looks to 
me like the States are going to have to put on more inspectors. For 
instance, the State of Arkansas 

Mr. Fenron. Maybe that will be a good thing. 

Mr. Forpes. Maybe it will be a good ‘thing, and I hope the day does 
come that the States can take care of this situation with just advisor Vv 
help from the Bureau of Mines. 

Mr. Fenton. What would your attitude be if the States do that— 
could you reduce the number of men? 

Mr. Forses. I would imagine so. When that time comes, of course, 
is questionable. If the States will just jump in and go along in this 
thing, maybe we can work this out. 


NUMBER OF FINDINGS AND INSPECTIONS TO DATE 


Mr. Fenton. How many findings and orders have been issued, and 
how many inspections are required now ? 

Mr. Forses. I would like to introduce Mr. Harry Weaver, the new 
Chief of the Coal Mine Inspection Branch. Harry comes from Cata- 
wissa. 

Mr. Weaver. Up to December 31, 1952, there were 2,176 notices 
issued on one form that we know as form B. That is a form giving 
reasonable time for the correction of the violation of any of the mine 
safety provisions. 

Mr. Fenton. How many inspections have you made? 

Mr. Weaver. How many inspections did we make? 

Mr. Fenton. Yes. 

Mr. Weaver. During that period we made 1,750 inspections of what 
we now call title I mines—that is, mines employing less than 15 men 
underground regularly—and we made 1,387 inspections of title II 
mines—that is, mines employing more than 14 men regularly under- 
ground. 

Mr. FENTON. How many inspectors were required to issue those 
desist orders ? 

Mr. Weaver. Of the 2,176 notices issued, there were 852 mines in- 
volved; that is, those notices were issued at 852 mines. 

Mr. Fenron. It necessarily required more than 852 inspections? 

Mr. Weaver. These notices were issued at 852 mines. During that 
same period we had 232 mines that were found to be absolutely free 
of violations of the law. During the course of inspection, our in- 
spectors did not observe any violations of the law in 232 mines. 

Mr. Fenton. The answer I would like to have is, How many inspec- 
tions occurred to declare those mines defective? We know there was 
certainly more than one inspection made in all cases. 
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Mr. Weaver. 1,387, I believe, is the answer you want. We mace 
that many inspections to find we needed to post 2,176 notices. 

I would like to add for the record, if I may, the statement that 
about 44 percent of all the violations found in title II mines were 
corrected before the inspections were completed. We found the opera- 
tors had corrected them before the inspections were completed. About 
two-thirds of all violations in which notices were issued, giving a 
reasonable time to correct, are abated within the time originally set 
by the inspectors. 

Mr. Fenton. Then the passage of this law has caused the mine 
operators to eliminate hazards on their own initiative to an appreci: 
ble extent ? 

Mr. Weaver. Yes, sir. 


NUMBER AND FREQUENCY OF INSPECTIONS 


Mr. Fenton. Is it necessary to inspect more mines than heretofore, 
under the new law? 

Mr. Weaver. No. We have tried in the past to inspect all of the 
mines that were operating in the country. We tried to inspect the 
small mines employing less than 25 men at least once a year and the 
larger mines employing more than 25 men—that was the dividing 
point prior to Public 552—at least twice a year. And we should try 
to approach that under the Federal Coal Mine Safety Act, too. 

Mr. Fenton. Of course, according to what you find, will the fre 
quency of routine inspections be increased or decreased ? 

Mr. Weaver. Right now they are greatly decreased—we feel by 


around 40 pere ent—because of the greater length of time required to 
make inspections of title Il mines compared with what was the time 
for that same mine inspected under Public Law 49. 


FINANCING OPERATIONS TO DATE 


Mr. Fenton. Now, how has the Bureau managed to enforce the 
law so far this year without funds in the appropriation ? 

Mr. Forses. Well, we just drew on our present appropriation of the 
health and safety funds. With the addition of 75 new inspectors, of 
course, it is going to mean analytical work, more laboratory work, 
more dust samples, and necessary equipment. 

Mr. Fenton. Then you drew on the current appropriation ? 

Mr. Forses. That is right. 

Mr. Fenton. Do you have any idea of how much money you have 
used out of the current appropriation ? 

Mr. Rice. The figure is given here for the total appropriation on the 
first sheet of the submitt: il, and it is not beyond the apportionment. 
We are spending at the rate of a twelfth of the appropriation each 
month. 

Mr. Fenton. Your appropriation for health and safety was $4,080,- 
000 for this fiscal year ? 

Mr. Rice. Yes. And the obligations to November 30 were $1,650,000. 
That is $1,650,000 out of $4,080,000. You see, we are right about five- 
twelfths of it. 

Mr. Fenton. How much of that was spent for this new law ? 
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Mr. Tuomson. For the segregation of the coal-mine inspection, there 
is no segregation of the money that is spent for Public Law 552 and 
for P ublic Law 49. They are all spent out of the same general fund. 

Mr. Rice. For the fiscal year, 1953, there was appropriated $2,741,- 
440 for coal-mine inspections. We are staying pretty close to that 
figure. 

Mr. Fenton. Evidently you had to use some money for this new law, 
and we are trying to find out just how you arrived at this new estimate 
and how much w ‘ill be 1 required in the coming fiscal year. 

Mr. Rice. The money we spent for the new law is reflected in the 
\)-percent reduction in the number of inspections we have been able 
to make. 


RATIO OF SUPPORTING PERSONNEL TO NUMBER OF INSPECTORS 


Mr. Fenton. What is the present ratio of inspectors to so-called 
supporting personnel? How many supporting personnel do you have 
to have for each inspector? If you do not have that here, you can 
insert it. 

Mr. Forses. Do you mind if we dig that up and put it in the record ¢ 

Mr. Fenron. That will be all right. We would like to know just 
how many y people it takes for each inspector. 

(The matter referred to follows:) 


Bureau of Mines records show that one supporting person, such as a clerk or 
) 


stenographer, is required for 2.5 to 3 inspectors and engineers assigned to coal- 
mine inspection work. 


NUMBER AND GRADES OF EMPLOYEES 


Mr. Fenton. Now, are promotions planned for other inspectors 
than the nine mining engineers that you plan to raise to grade 13% Put 
in the record a table showi ing the planned promotions and the number 
of inspectors and engineers in each grade. 

(Table indicated follows :) 


Number of coal-mine inspectors in various grades 


Number of New 
inspectors inspectors 
now employed requested 
89 
85 
46 
3 


223 

Mr. Westrrevp. There is nothing in the appropriation where we are 
asking for an increase in grade outside of the 75 inspectors we are 
employing and the group you mentioned. 

Mr. Fenton. Then why is the average grade of personnel increasing 
from 8 to 8.2% Are you employing at a higher grade than usual ? 

Mr. Forses. I imagine it is due to the requesting of 75 inspectors 
at grade 12 and 12 mining engineers at grade 13. I think that may 
account for the increase in that average figure. 

Mr. Westrtevp. The other increase is due to vacancies that we have 
at the present time; all are in the GS-9 grade. We have very few 
7 — in the 11 and 12 grades. Most of our vacancies are in the 
9 grade. 


29310—53——_26 
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NUMBER OF AUTOMOBILES 


Mr. Fenton. Do you have an automobile assigned to every field: 
of the inspection force? 

Mr. Forres. For practically every man. They are needed very 
badly indeed because, otherwise, if they traveled together, it would 
not be economical at all. We just need them; that is all. 

Mr. Fenton. You now have how many inspectors / 

Mr. Forres. Two hundred and twenty-three. 

Mr. Fenron. And you want 75 more inspectors ? 

Mr. Forses. That is right. 

Mr. Fenton. And you want 11 electrical engineers. Do they | 
to have automobiles ? 

Mr. Forses. Oh, yes. They will be field people traveling 
mines in all of our regions. 

Mr. Fenton. How about the glass blowers? 

Mr. Forses. No. They don’t require automobiles. 


NUMBER OF INSPECTORS NOT FIXED BY LAW 


Mr. Fenton. That will make a total of 309 inspectors ? 

Mr. Forses. I think if you will look at it this way—of course, we 
do not have too much background, but if you will take our present 
force of 223 inspectors and consider the 40 percent lag in inspections 
and multiply that 40 percent by the 223 to bring up the present num 
ber of inspections to former levels would require an increase of about 
80 or 90 people. So I think we are pretty conservative in asking fo 
75 inspectors. 

Mr. Fenron. Is there anything in basic title I saying how many in- 
spectors are mandatory for title I? 

Mr. Forses. No. 

Mr. Fenron. Is there anything in title II, the new law, that says 
how many you shall have? 

Mr. Forses. No. _ The only thing that is in title II—I might elab- 
orate a little bit on that—when they were considering this new law, 
we actually had in the bill a requirement to inspect the mines about 
four times a year. The committee felt that was a little too drastic, 
and they compromised by putting in “at least annually.” Now it is 
just not enough to inspect a mine once a year, considering the operator 
responsibility involved in this new law. 

Mr. Fenton. Then the answer is there is nothing in the law that 
says how many inspections you shall have, either in title I or title IT! 

Mr. Forses. Title II requires at least one annual inspection. The 
only limiting thing I find in the law is section 214 which says: 

There are hereby authorized to be appropriated such sums, not to exceed 
$3,000,000 in any fiscal year, as may be necessary for the execution of this title 

They cannot go beyond that. While this may be a little off, I think 
in our budget for 1954 we are asking for about $1.45 million increase 
or something like that. So we tried to keep this as conservative as we 
possibly could. 

Mr. Fenton. Of course, that raises the question of how you are go 
ing to arrive at the $3 million limitation, because it has just been testi- 
fied here that you do not segregate your costs for this new law. 
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Mr. Forres. Of course, that is $3 million for title II. That is not 
title 1; that is title II. I am certainly hopeful that we do not have 
to go up to that figure; but, as time goes on and we get more experi- 
ence in this work, it may be that we can decrease. On the other hand, 
it may be necessary to increase. We have only had,6 months experi- 
ence on this. 


COSTS TO BE SEGREGATED 


Mr. Fenton. I hope when you come up then you will be able to tell 
us for the next fiscal year just how much money is needed for this title 
II in contradistinction to what you had as a total for coal-mine inspec- 
tions. Break that down and let us know what it is going to run. 

Mr. Forses. I think we can do it. I can say we-we can get some 
figures that will be helpful to you at least. On these : approximately 
2,000 notices of findings where the inspector had to go back repeatedly, 
I think we should try to get the cost of that to show how much more 
title II inspections are costing than title I. 

Mr. Fenron. This is the very minimum estimate that you can come 
up with for this deficiency, $475,000? 

Mr. Forses. Yes. That, of course, includes automobiles and a lot 
of supplies and equipment for the new inspectors that won’t be charged 
in the regular 1954 fiscal year. 

Mr. Fenton. Mr. Chairman, I took more time than I probably 
should; but, in view of the fact this is a mandatory situation created 
by a new act of Congress, I thought we should have a little more 
detailed information than ordinarily. 


WORKLOAD STATISTICS 


Mr. JenseN. That is very good. 

Now, how long does it take to inspect a mine ? 

Mr. Westrievp. That varies with the size. 

Mr. JenseN. On an average? 

Mr. Westrretp. Two and eight-tenths days under Public Law 49. 

Mr. Jensen. How many mines do you have to inspect ? 

Mr. Westrietp. The average was 2.8 under the old law and 4.9 
under the new law, not including the time required to prepare reports. 
That gives it fairly accurately. 

Mr. Jensen. That is days? 

Mr. Westriep. Yes. 

Mr. JENSEN. How many mines do you have to inspect ? 

Mr. Weaver. We have 1,919 title II mines. That is related directly 
with this information that has just been given to you. 

Mr. Jensen. What I am trying to find out is how many mines will 
these 309 inspectors inspect. 

Mr. Weaver. They will inspect 8,007. 

Mr. Jensen. So each man will inspect on an average about 26 
mines; is that right? 

Mr. Westrietp. Yes; that is about right—annually. 

Mr. JensEN. Now, you say it takes 4. 9 days for each man to inspect 
amine. That is 127 man-days which it will require for each of 309 
men to inspect all of those mines at 4.9 days per mine inspection. On 
the basis of 275 working days in a year, your figures are not jibing 
very well. In fact, they would show that these mine inspectors, 309 
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mine inspectors, are not needed because actually they only have 
work 127 days per inspector in order to do the job you say it is neces 
sary todo. How do you reconcile those figures? 

Mr. Westrie_p. Our mine inspectors are not only held responsible 
for the inspectiqn of mines, but in connection with this first Jay 
on title I mines, Public Law 49, we also are given the responsibility 
of education work in the coal mines. . 

Mr. JeENsEN. You mean these inspectors are ? 

Mr. Westrievp. That is correct. We are doing accident-preventio, 
training for the miners and accident-prevention training for the 
officials. 

We have also another thing not included in here; that is, we invest; 
gate all fatal accidents. That number is not shown here. There were 
546 fatal accidents investigated last year. Each one of those takes at 
least 1 day for investigation. 

Mr. Fenron. On these days when they inspect the mine, that is not 
the only thing they do? Is that 2.8 or 4.9 reflected in just the inspe: 
tions, or do they have other duties? 

Mr. Westrietp. No. That is the only thing reflected in there—the 
actual making of inspections. 

Mr. Fenton. Are the reports included ? 

Mr. Westrietp. That is not included in the 4.9 days. If report 
writing is included the average is increased to 6.2 days per inspection. 

Mr. Jensen. Then they spend on an average 100 havin a vear to 
instruct the operators and the miners how to avoid mine explosions 
and accidents ? 

Mr. Westrrevp. That is not entirely correct. There are other duties. 
We have roof-control work on just how the roof is bolted, on which 
we are educating the operators to do in our mines. That is done by the 
engineers and coal-mine inspectors. 


SAFETY EDUCATION PROGRAM 


Mr. Jensen. Is it not a fact that you have a lot of employees in your 
Bureau who do nothing but go around over the country to these mines 
and carry on your safety and education work ? 

Mr. WestFIeLp. We have some engineers who do that; yes. 

Mr. Jensen. Where do you spend all this money for mine-safety 
education ? 

Mr. Westriecp. A great percentage of it is spent in metal mines 
in the far West, where we have no coal mines. 

Mr. JensEN. In metal and mineral mines? 

Mr. Westrtep. In metal and mineral mines; that is correct. And 
also in the oil industry and associated mineral industry; yes. 


RECRUITMENT AND TRAINING OF INSPECTORS 


Mr. Jensen. Can you properly increase your inspection staff be- 
tween now and the end of the fiscal year, which ends on June 30 next, 
to the degree that you are asking here and in such haste as to put on 
75 new mine inspectors and get good mine inspectors who know how 
to do the job? 
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Mr. WestFIeLb. ‘vo answer your question, I will say this, that we 
never put on inspectors to inspect mines until they have completed a 
training course with the Bureau of Mines, and then they accompany 
our experienced inspectors until we are satisfied they can go alone. 

Mr. JENSEN. Where do you get these men ? 

Mr. Westrrevp. From industry. They have basic experience— 

[ think at least 5 years—in the mines, and then we have the other 
qualifications as set up by Civil Service for the different grades. 

Mr. JeENsEN. An inspector must have 5 years’ experience as a miner? 

Mr. Westriecp. That is right. That is the minimum. 

Mr. JENsEN. A college education is not required ? 

Mr. Westrtetp. No; a practical education. 

Mr. Jensen. But it is considered ¢ 

Mr. Westrievp. In setting up the grades it is, but it is not a re- 
quirement, 

Mr. Jensen. Do any colleges teach mine inspec tion as such / 

Mr. WestrreLp. Not as mine inspection; no. They have some safety 
courses, and they also have mining engineering. We have a few min- 
ing engineers as mine inspectors. 

Mr. Forses. I might add to that that we have now on the eligible 
list well over 100 who can qualify for these jobs, who have actually 
passed civil-service examinations. 


ENABLING LEGISLATION FOR STATE COOPERATIVE PLANS 


Mr. JENSEN. Let me ask you this: In order for a State to cooperate 
under this new law, it is necessary for the legislature to pass enabling 
legislation ; is it not? 

Mr. Forses. As to some of the States, I would say yes. They will 
have to pass some enabling legislation. 

Mr. Jensen. How can a State cooperate without passing legisla- 


‘tion ? 


Mr. Forsers. Let me see if I can enumerate them. There are Mon- 
tana, Wyoming, Colorado, Alabama, Tennessee, and Maryland that 
have ps assed new laws within the last few years that parallel the Fed- 
eral mine safety code. 

Mr. Jensen. Then, in effect, you have those States in addition to 
the two States you mentioned that are already in a position to cooper- 
ate under this law ? 

Mr. Forses. That is right. 

Mr. Rice. With only one exception. Wyoming was mentioned as 
one of the States having a cooperative agreement. 


POSSIBILITY OF ULTIMATELY REDUCING INSPECTION STAFF 


Mr. Jensen. Is it your intention as the States come under this act, 
which will require that they employ more mine inspectors, to reduce 
the Federal inspection staff? Is that your intention ? 

Mr. Forzes. I do not see how we could do it under the present set- 
up. Lam very : ngs to doing something like that. 


Mr. Jensen. You mean the law at the present time would not per- 
mit you to do that? 

Mr. Forses. I am just hesitant to answer that question “Yes” or 
“No,” but I am hoping we can eventually do what you just mentioned. 
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Mr. Jensen. Of course, I am sure the Federal Government will of 
necessity keep a Federal mine-inspection organization, but it seems 
to me that the States, who are closer to the individual miner, ¢.) 
possibly take a good bit better care of the miners in those vicinit; 
than we who are qiute far removed from the scene. 

However, we are all very much concerned about these mine ace; 
dents; they are terrible things, and I would be the last one to economize 
where lives are at stake and they are, of course, when an explosio: 
occurs. 

Dr. Forses. That is right. 

Mr. Jensen. But naturally, also, in this instance, as in so many 
others, we must try as best we can to reduce this Federal expenditur. 
which has been creeping up by leaps and bounds. 

Dr. Fornes. That is correct. 

Mr. Jensen. We are getting dangerously near to the brink of bank- 
ruptcy. So, my concluding question is: Do you consider it manda- 
tory, under the law, to put these 75 inspectors on the job? 

Dr. Forres. I do, Mr. Chairman. I am hopeful that as we get more 
experience, we can carry out the job which the law covers, with less 
inspectors; we are certainly going to do our best, because we want t 
conserve the funds just as much as possible, because we, too, realize 
the public debt is pretty high. 


NUMBER OF AUTOMOBILES 


Mr. Jensen. You are asking for 75 additional inspectors, but you 
are also asking for 97 new automobiles, 22 more than the added in 
spectors you are asking for. 

Dr. Forses. In addition to that, Mr. Chairman, we have electrical! 
men, something like 11 of those, and you have the 12 engineers, and 
these people will have to have some means of transportation. 

Mr. Jensen. I would like to ask how many automobiles does the 
Bureau of Mines own today? 

Dr. Forses. I will have to supply that. 

Mr. Jensen. I would like to note that the automobiles owned by 
the Bureau of Mines, according to the information on the budget 
statement here, is 679 


ADDITIONAL WORKLOAD FACTORS 


Mr. Rice. Mr. Chairman, could I add one little statement right on 
this question of workload that you were speaking about. 

Mr. Jensen. Certainly. 

Mr. Rice. In the Government year there are 252 working days, 
when you take out the holidays, and that is reduced to 226 days when 
also you take out the annual leave. But, using that 252 days, let us 
say, without the leave, it is doubtful if very many of the mines are 
working more than 180 days per year at the present time, and we can- 
not make inspections when a mine is not working. Instruction work 
is carried on by the inspectors during idle periods in the mines. More- 
over, the coal-mine inspectors take most of their annual leave when 
the mines are idle. We permit no abuse of the sick leave privilege. 

In other words, we need an inspector when you get in the mine to 
make the inspection. And another cost that has not been taken into 
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account here is the fact that many of the larger and more hazardous 
ines are inspected, out of this eight thousand-odd, perhaps two or 
three times a year. 

Mr. JENSEN. Yes. 

Mr. Rice. And if there is a closing order, you withdraw three in- 
spectors from other inspection work, and put them on another inspec- 
tion of the closed mine. 


POSSIBILITY OF INDUSTRY FINANCING OF PROGRAM 


Mr. Bupver. Dr. Forbes, there are a great many activities where the 
Federal Government is called upon to conduct inspection where in- 
dustry pays the cost. Why does industry not bear the cost in this 
nstance ¢ 

Dr. Forses. That is a toughy for me to answer. 

Mr. Buper. The man running a packing plant, which the Depart- 
ment of Agriculture inspects, pays for the inspection. Why should 
we not require the mine owners to bear the expense 4 

Dr. Fornes. Well, probably they do consider they bear a consider- 
able portion of the expense through taxes. 

Mr. Buper. So does a man running a packing house. 

Dr. Forses. Yes. 

Mr. Buper. So I do not construe that as an answer. 

Dr. Forses. It is a question that is extremely difficult for me to 
attempt to answer without careful consideration. If we go way back 
in the early days when the Bureau of Mines came into existence, on 
July 1, 1910, we recall it came into existence as a result of a very large 
number of major mine disasters. I might tell you that for the period 
1906 to 1910, inclusive, in that 5-year period, there were over 2,500 
men killed from mine explosions. Pressure was brought to bear by 
way of public opinion for Congress to enact legislation, which brought 
about the Bureau of Mines on 1 July 1, 1910, and the primary purpose 
at that time was to see what could be done to stop these terrible losses 
of life in the coal industry. 

Mr. Buper. Of course, you are forgetting, I think 

Dr. Forses. I am just trying to evaluate—to say it started off 
that way. 

Mr. Buper. Has the Bureau of Mines, in the hearings which were 
conducted on the legislative bill, Public Law 552, I believe it is, ever 
advocated that the industry bear the burden, rather than the Federal 
Government ! 

Dr. Fornes. No, I do not believe that I ever saw anything in the 
record to that effect. 

Mr. Buper. The Bureau of Mines, I take it, has never even con- 
sidered passing this bill on to the industry, which benefits ¢ 

Dr. Forses. No; not to my knowledge, as far as my experience in 
the Bureau goes, and I have been with the Bureau 38 years. I cannot 
remember any time when there was anything included in any bill for 
that, purpose. 

Mr. Buper. Do you know of any basic reason why the industry 
should not bear this cost rather than the Federal Government ? 

Dr. Forses. I would like to cogitate on that, if I may, Mr. Budge. 

Mr. Buper. Certainly; I am interested in it. 
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Dr. Forses. On the surface, I think what you are saying is all ri 
Whether or not you can get industry to do that is another thing. 

Mr. Buper. Well, I think the Congress can get industry to do it. 

Dr. Forses. In addition, I might add this: That the Bureau of 
Mines, aside from the coal mines’ inspection work, does a lot of coop- 
erative research work in which industry and the Bureau cooperate, 
and industry does put in, raise money, and the industry advances 
certain moneys for research activities. 

Mr. Bunce. I would be very interested if you will go into that with 
the industry people. There are so many instances in the Federal 
Government where inspections are made that I am just wondering 
if it cannot be done in a similar way here. 

Dr. Forses. I could ask the same question, Congressman, with 
respect to the States. For instance, the States, practically all of the 
coal-mining States, have their separate inspection departments. 

Mr. Buper. And in some instances they have a tax to defray the 
cost. 

Dr. Fores. In some instances they do; they do not in others. 


NEED FOR CLERKS AND STENOGRAPHERS REQUESTED 


Mr. Buper. I notice that you are requesting 40 clerks and stenog 
raphers to bear the burden for these additional inspectors, which is 
about one clerk-stenogr er for every two inspectors. Can yo 
justify that a little more fully ? 

Dr. Forsrs. Well, we are requesting 75 coal-mine inspectors, 12 
mining engineers, 1 electrical engineer, 10 electrical inspectors, 3 at 
torneys, and 2 chemists. I think that constitutes the number of people 


necessary who require stenographic and ty peat services—in other 


words, there are 103 in all, with about 40 clerk-stenographers. That 
40 is not too big a number, Mr Budge; it is about 214 per inspector 
of mines, engineers, electrical engineer, attorneys, and chemists: so 
that the ratio is not too big. 

Mr. Buner. I thought most of these people spent their time in the 
field ? 

Dr. Fortes. No, no. I am thinking about—and maybe I misunder- 
stood you. You are asking about the number of clerks that we have 
here. 

Mr. Buper. Yes. 

Dr. Forsers. If you take the figure 40 into 103, it gives you a ratio 
of 2.5 persons per clerk. 

Mr. Buper. Yes. 

Dr. Forses. The ratio is not too bad. 

Mr. Buper. Most of these people are supposed to spend their time in 
the field, rather than dictating to a stenographer, except when they 
come back to the office, are they not ? 

Dr. Forses. But they must type the reports and other documents 
prepared by the inspectors and engineers, which they take care of 
while the inspectors and engineers are in the mines. 

Mr. Buper. This would mean 1 stenographer for every 2 inspectors. 

Dr. Forses. About two and a half, I think, for all of these people 
who would necessarily have to use clerical services. 

Mr. Bunge. It is proposed that they would spend about half of their 
time in the office ? 
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Dr. Forses. They would spend quite a little of their time writing 
their reports. 

Mr. WestrieLcp. May I add just another statement here? 

Mr. Boner. Certainly. 

Mr. WesTFIELD. You see, everything we do has to be recorded ; every 
inspection is made of record. There are many forms that are set up 
under the law that we have to fill out; every one filed, and every one 
has to be typed, they have to be distr ibuted among certain people who 
are interested. All fatalities are investigated ‘and formal reports 
thereon are prepared. The reports are not just question-and-answer 
types of reports; they are prepared in narrative form. They do not 
dictate these reports; the reports are written in longhand, and many 
of these inspections would require from one day to, possibly ,a day and 
a half in writing the report. A report from some of the larger mines 
takes longer. 

Mr. Buner. I think the committee can draw its own conclusion as 
to whether that is a proper ratio. 


FURTHER STATEMENT REQUESTED ON INDUSTRY FINANCING 


Now, Dr. Forbes, have you finished your cogitation sufficiently to 
give me the answer to my question ¢ 

Dr. Forsrs. You mean why the Federal Government—or, rather, 
why industry should not bear this expense ? 

Mr. Bune. Yes. 

Dr. Forses. I do not believe I could give you an adequate answer 
to that. It is something in the law that has been settled by the Con- 
gress, and we are just trying to carry out the provisions in that law. 

Mr. Buper. Could you, by letter, indicate to the committee what has 
been done, iia a little history, and tell us what the attitude of the 
Bureau of Mines would be toward shifting this bill to industry ? 

Dr. Forsrs. I would be glad to do all we can in that connection. 

Mr. Buper. If you would submit a letter to the committee 

Dr. Forsrs. In other words, we have got to get the attitude of in- 
dustry on that? 

Mr. Buper. I would be interested in that. 

Dr. Forses. That would be a toughy. 


POSSIBILITY OF PURCHASE OF GAS SAMPLING BOTTLES 


Mr. Bupver. Dr. Forbes, just very briefly, I would be interested in 
why you employ your own glass blowers rather than purchase these 
bottles from private industry. 

Dr. Forses. Do you have the figures on that ? 

Mr. Rice. We do not have any figures here. We have figured the 
workload, taking that one sample; we could give you the workload on 
that, but it would be almost impossible if we had let this out to con- 
tract, primarily because we would not be too sure of the evacuation of 
the bottle. That is important; we have to have it completely evacuated. 

Mr. Buper. Could you not control that by your specifications ? 

Mr. Rice. Possibly by investigation, by inspection, yes; but we want 
the job kept continuous, because you have no way of telling, after the 
thing is done, what your evacuation is. The control is of vacuum: 
and there is simply no way to determine in advance whether there is 
air in that bottle or not. 
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Mr. Buper. That seems to me to be rather an anomalous statement. 
that the Government can build something to come up to certain spec 
fications, and private industry cannot do it. 

Mr. Rice. We have bottles that are bought from oes 
that is, the initial bottles—in other words, we buy them under contra: 
But the actual evacuation and sealing of the bottles will run into in ul 
how much? There were about 19 000 bottles used last year. 

Mr. Bunce. Dr. Forbes made a statement, I believe, during the 
course of reading his statement, that employing of two glass blowers 
was much cheaper for the Bureau, and I am just wondering how you 
arrive at that conclusion ? 

Dr. Forsgs. I think we can justify that for you. 

Mr. Stroman. After these bottles are used for sampling they are 
sent to the chemical laboratory in Pittsburgh, and thereafter the 
analysis is completed, the glass blower is in the same building with 
the laboratory; they take the bottle down to the glass blowers’ lab 
oratory and a new tip is put on it, so that in the vast majority of 

cases most of these bottles are salvaged, whereas if you did not have 
your own blowers they would be lost, most of them, in shipment: 

that is, the greatest portion of the bottles, because in shipping the 

used bottles back and forth, assuming that you can get a manufacturer 
who will do a satisfactory job, a shipment of this character will result 
in breaking many of the bottles, and that alone will involve a con- 
siderable expense and a large packing job. 

In this way as the gas laboratory is two floors above the glass 


blower laboratory, the whole job is completed in one building, which 
is economical. 


Dr. Forres. We will be glad to go more fully into that, if you 
wish. 

Mr. Buper. I do not know that this is as important as other items, 
but I was interested in that. 

Dr. Forsgs. It is simply a maintenance job; these are used over 
and over again. 

Dr. Forses. Thank you very much, gentlemen. 


Tuespay, Fresruary 3, 1953. 
FEDERAL COAL MINE SAFETY BOARD OF REVIEW 


WITNESSES 


CHARLES R. FERGUSON, MEMBER 
TROY L. BACK, SECRETARY 
JOHN 8S. FORSYTHE, CHIEF LEGAL COUNSEL 


Amounts available for obligation 


Presently 


; Fsti > difference, 
available, timate, | Differ 


1953 


Appropriation or estimate (obligation incurred) - eat pe: eee | $20, 000 $20, 000 
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Obligations by activities 


a 


| > 
: Presently Estimate Difference 
3¢" , | 3 ’ ’ 
Description ‘available, 1953 1953 1953 


Hearing of appeals from orders of Federal coal-mine inspectors _' - - $20, 000 $20, 000 


Obligations by objects 


Presently > : 

4 oe : : istimate, ) ore , 

Object classification available, ’ 1953 — 
1953 " - 


Summary of personal services 


Total number of permanent positions 
Full-time equivalent of all other positions__- 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary _- ‘ $6, 983 $6, 983 
Average grade ‘ , sa ; GS-10.0 GS-10.0 


Personal-service obligations: 
Permanent positions__ 7, 275 
Part-time positions (3 Board members) - - ----- i Sire 3, 750 
Payment above basic rates__-.- 3 50 


Total personal-service obligations ; ‘ . 1, 075 
Direct obligations 


Personal services ___- 2 11, 075 
Travel_._.-. ‘ 2, 800 
Tre ansportation of things 40 
Communication services 600 
Rents and utility services__- 500 
Printing and reproduction -- 450 
Other contractual services 3, 600 
Supplies and materials 650 
Equipment : , . 225 
15 Taxes and assessments 60 


Total direct obligations . 7 20, 000 


Mr. Fenton. We have before us for consideration an estimate for 
the Federal Coal Mine Safety Board of Review, which is a new 
agency created under the Coal Mine Inspection Act, title II. I believe 
that Board is composed of three members. I should like to ask who 
are the gentlemen present from the Board. 


COMPOSITION OF THE BOARD 


Mr. Fereuson. Mr. Chairman, I am Charles R. Ferguson, a mem- 
ber of the Board. I am accompanied today by Mr. Troy L. Back, 
the executive secretary of the Board, and Mr. John S. Forsythe, the 
chief legal counsel of the Board. 

I am appearing here representing the Board in place of Alex U. 
Miller, Chairman of the Board, who is unfortunately detained at his 
home by serious illness in his family. He asked me to express his 
regrets at being unable to appear personally and his appreciation of 
your courtesy in extending us this hearing. 

Mr. Fenton. In addition to yourself, Mr. Ferguson, and Mr. Miller, 
who is the other member of the Board ? 

Mr. Fercuson. Joseph Solari, of Chicago, is the one member of 
the Board representing, as required by the act, the viewpoint of the 
coal-mine operators. In accordance with the requirements of the act, 
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I am on the Board representing the views of the coal-mine workers an 
Mr. Alex U. Miller, Chairman of the Board, represents, of course, 
public as the neutral member of the Board. 


BACKGROUND OF BOARD MEMBERS 


Mr. Fenton. I think it would be well, this being a new Board, it 
we had some statement of the background and experience of the 
members of the Board. 

Mr. Frercuson. Mr. Miller, the Chairman of the Board, is a pract 

cal mining engineer with thirty-some years of experience in the United 
States Bureau of Mines asa practical mining engineer, mine inspector, 
and special representative of the Bureau. “He has been in ch: arge of 
several of the Bureau’s regional offices. He started out as a coal mine: 
and worked his way up to that position. 

Mr. Solari is an attorney for a coal company in Illinois and whil 
he does not have the practical experience of Mr. Miller and myself, 
he is well versed in the industry problems, the problems of the mining 
industry, because of his connection in the Legal Division, such as com 
pensation cases, safety matters, State laws, and so forth. 

I am a practic al coal miner with 17 years of experience in the coal 
mines of the country in all positions up to and including that of mine 
foreman, safety director, assistant foreman, fireboss, ‘and so forth. 
I am at present employed as the safety director of the International 
Union, United Mine Workers of America. 

Mr. Fenton. Then, as I understand it, most of the personnel of this 
Board, or the Board members, generally speaking are from the 
bituminous-mine area ? 

Mr. Fercuson. That is true, although Mr. Miller has had several 
years of experience in the anthracite industry. His experience has 
been broad and covers both the anthracite and the bituminous 
industries. 

Mr. Fenton. I mention that, because it was brought to my attentio1 
some time ago by the-people in the anthracite region, regarding some 
of the problems that they have. 

Mr. Frrcuson. I might state, sir, that my work as safety director 
deals with both the bituminous and the anthracite industry, but I deal 
only with problems of safety. I do not go into the broader problems 
of the economics involved. 


GENERAL STATEMENT 


Mr. Fenton. We should be glad to have from you a general state- 
ment at this time, Mr. Ferguson. 

Mr. Fercuson. I have here a statement covering the work of the 
Federal Coal Mine Safety Board of Review. This statement is noted 
as being the statement of Alex U. Miller, Chairman of the Board, and 
is as foilows: 


THE WoRK OF THE FEDERAL COAL MINE SAFETY BOARD OF REVIEW 
STATEMENT OF ALEX U. MILLER, CHAIRMAN OF THE BOARD 


I would like to add a few words to the details contained in the justification 
statement covering the Board’s request for an appropriation of $20,000 for the 
carrying out of the Board’s functions during the 24%-month period from April 15 
to June 30, 1958. 
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The Federal Coal Mine Safety Board of Review was created by and is operat- 

¢ under the Federal Coal Mine Safety Act, Public Law 552, 82d Congress. This 
act was passed in the closing days of the 82d Congress and, due to the fact that 
there was no time for an appropriation, the Board has been operating upon money 
supplied through the emergency fund for the President. 

The principal activity of the Board is to hear and determine appeals filed by 
coal-mine operators seeking relief from orders issued pursuant to the Federal 
Coal Mine Safety Act by Federal coal-mine inspectors and by the Director of the 
United States Bureau of Mines. I am sure that the Director in his presentation 
to you has already indicated the circumstances under which orders may be 
issued which may result in appeals to the Board. Therefore, I will not burden 
this committee with repetition on this subject. 

This Board is one of the smallest independent agencies in the Government. 
As indicated in our justification, the Board as far as can be determined at this 
time contemplates a full-time staff of only five employees. 

In this connection, I feel that in all fairness I should point out three things. 
First, the Board is anxious to operate as economically as possible and with as 
small a staff as is consistent with carrying out its duties. Second, the Board 
does not have any control over its workload. Third, because of the short time 
the Board has been functioning we lack experience on which to make more than 
minimum estimates. We do not initiate any actions but are limited solely to 
hearing and determining appeals from the orders of inspectors or the Director 
of the Bureau of Mines. It is, therefore, very difficult to anticipate the amount 
of money which will be necessary to enable the Board to carry out its duties 
in the expeditious manner which was contemplated by the statute. In order to 
comply with the law, the Board must at all times be in a position to immediately 
set a date for hearing on any appeal filed by a coal-mine operator. The Board 
feels that the small staff listed in our justification statement is the minimum 
with which the Board can carry out its duties. Should experience show that a 
large number of appeals are being filed, the Board’s staff would, of course, have 
to be expanded. However, we are determined to conduct our work with a mini- 
mum number of employees feeling that should it be necessary in the light of 
actual experience we could apply to Congress for additional funds. 


That concludes the prepared statement of Mr. Miller, Mr. Chair- 
man, and I should like at this time to say that 1 should be glad to try 
to answer, in any manner I may, any questions the committee feels they 
would like to put to me. 

Mr. Fenton. The Board was set up by mandatory action of the 
Congress, is that correct 4 

Mr. Fercuson. That is correct. 


FUNCTIONS OF THE BOARD 


Mr. Fenton. Mr. Ferguson, will you describe briefly the provisions 
of the law pertaining to the Board, and tell us how the Board works. 

Mr. Frrauson. The Board is limited in its actions to hearings on 
appeals filed by coal-mine operators from orders either of an inspector 
of the United States Bureau of Mines or the Director of the United 
States Bureau of Mines. We have no power to initiate any hearings 
or to make any investigations. We are held solely to appeals filed 
by the operators. 

The mineworkers, as such, may not file an appeal with the Board. 
Only an operator may file an appeal. Upon the filing of an appeal the 
Board is required by law immedi: itely to set it down for a hearing of 
the appeal. 

The intent of Congress—and I say the intent of Congress because 
[ am sufficiently familiar with the activities of the committee in this 
epee that these cases shall be handled as promptly and as ex- 
peditiously as possible, because of the economic question involved, the 





412 


men being put out of work and the operator being penalized 
economic pressures. 
That, briefly, is the function of the Board. 


NUMBER OF APPEALS 


Mr. Fenron. How many appeals have you had to date ? 

Mr. Ferguson. So far we have had 3 appeals, 2 of which have bee) 
disposed of and 1 of which is now in process of disposition. 

I would like to point out that for a period of some weeks after pas 
sage of the act, and because of the failure of the Board to be set up 
by the President, the Bureau of Mines did not put into effect the pro 

visions of the act, as they are now doing. So the workload we have 
had is no guide to the workload we might have. 


POTENTIAL WORKLOAD 


Mr. Fenton. For the purpose of the record will you summarize the 
material on page 4 of your justification concerning the potential work 
load ? 

Mr. Ferevuson. Mr. Chairman, if you do not mind, I would like to 
refer that to the executive secretary of the Board who is more familiar 
with that part of the proc ‘edure and can do a better job on it than I. 

Mr. Back. As of December 31, 1952, 2,192 notices of findings citing 
violations of the act were ened by Federal inspectors. During this 
same period, 36 orders were issued as follows: 

Four pursuant to section 203 (a), which meant that the mines were 
ordered closed or the men were ordered withdrawn from the mines, 
where imminent hazards were found. 

Thirteen orders were issued pursuant to section 203 (c) which were 
cases where time had been given to correct a condition and the condi- 
tion had not been corrected. 

Nineteen orders were issued pursuant to section 203 (d) which 
means that those 19 mines were classified as gassy and required by 
the order to comply with the provisions of section 209 pertaining to 
gassy mines. 

Mr. Fenron. That is, potential hazards? 

Mr. Back. That is right. I have set out these figures as a base. 
It may be assumed that during the last two and a half months of the 
fiscal year 1953, 1,000 notices of findings citing violations and 20 
orders will be issued. Each such finding and order constitutes a po 
tential application to the Board. 

Mr. Frercuson. In other words, the Board has no power, no control 
over what its workload might be. If an operator feels that he wants 
to appeal—we might get 1,000 appeals or we might get 1. That is 
something we w ill never be able to determine as a matter of actuality. 


LOCATION OF OFFICES 


Mr. Fenton. Incidentally, where are your offices now ? 

Mr. Ferauson. We now have offices in the RFC Building on Ver- 
mont Avenue and Eye. Weare on the sixth floor of that building : and 
have offices for all of the Board personnel there. 

Mr. Fenton. You are not in the Interior Department ? 
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Mr. Fercuson. No. I might say that we are an absolutely inde- 
pendent agency by direct order of the Congress and have endeavored 
to divorce ourselves completely from any matter of being tied into 
the Bureau in any way. 


PERSONAL SERVICES 
Mr. Fenton. We shall include in the record the list of personnel 


found on page 10 of the justifications. 
(The matter referred to is as follows: ) 


01 Personal services: The following are the essential facts with respect to this 
item of expenditure: 


Tide 


Board members 
Secretary of the Board 
Chief legal counsel 
({dministrative assistant 
Clerk (stenography) 
Clerk-typist 


Total salaries, basic rates 
Payment above basic rates 


Total personal service obligations 


Number of 


Salary ; 
lary positions 


Aggregate 
$3, 750 
2, 250 
2, 250 
, O80 
, 032 
663 
11,025 
50 


11, 075 





Per diem, when actually employed. 

These positions are the minimum required for the normal functioning of the 
Board. 

Mr. Fenton. Do you wish to comment on the personnel you are 
asking for ¢ 

Mr. Ferauson. Before we do that, may I clear up one point that 
might cause the committee some concern later? I stated that Mr. 
Miller had many years with the United States Bureau of Mines. For 
the record I would like to say that he has been retired from the Bureau 
of Mines over the required period to allow him to function as Chair- 
man of the Board. The law says that one must be severed from any 
connection with the Bureau of Mines for at least 1 year before they 
may serve in any manner on this Board. Mr. Miller meets that require- 
ment, 

Referring to the personnel, again I would like to defer to Mr. Back, 
because he handles all of our administrative work. 

Mr. Back. Mr. Chairman, I hardly know where to begin. The law, 
of course, sets out that the Board shall be composed of 3 members and 
that they shall be paid at the rate of $50 per day for work or travel; 
that also includes travel, and if they are traveling they are to receive 
their actual expenses, whatever they may be. 

The law also sets out that the Board shall hire a secertary of the 
Board and such legal counsel as it deems necessary and shall fix their 
duties. That the Board has done. In addition to that, we have an 
udministrative assistant who mainly takes care of personnel matters, 
reports and matters pertaining to accounts, and so forth. 

We have a clerk (stenographic), grade 7 and a clerk-typist, grade 4. 

Mr. Fenton. Why is the position of administrative assistant, grade 
4, necessary? What will the encumbent do? 
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Mr. Buack. I might say this in that connection: It is very lik 
that there will be times that the administrative assistant will bh 
only person in charge of the office. If any hearings are held in t! 
field, which I think is quite probable, in most instances the Secretary 
of the Board and the legal counsel would probably be out on the hear- 
ings and the administrative assistant would actually be acting for the 
Board on any matters that came up during our absence. 

Mr. Fenton. There is no way of telling, of course, how big a job 
this is going to be or how often the secretary or the Board members 
are going to be out on the road. 

Mr. Back. I think it is a little early yet to say much on that. 


HEARINGS IN THE FIELD 


Mr. Ferauson. I might point out, if I may at this point, that in the 
act itself Congress provides that where the Board deems it to be in the 
interest of the public or economic relief of the operators, we are em- 
powered to hold those hearings in the field. I might mention the 
Western States, where we have many mining operations that operat 
under small budgets and very close to the line of profit and loss. An 
operator in Arkansas might institute a case that would demand several 
witnesses to be heard and, just thinking out loud, it is quite possible 
that the Board would believe that the best interest of the public would 
be served by going to Arkansas to hold a hearing rather than to have 
the operator, who is right on the line, come to Washington with 8 or 
10 witnesses. That is an example of what we might run into. 


FINANCING TO DATE 


Mr. Fenton. I believe you are asking for $20,000 ? 

Mr. Frercuson. That is correct. 

Mr. Fenton. Will you tell us in what way the Board has been 
financed up to date and how much has been spent ? 

Mr. Back. The Board has had two allocations from the emergency 
fund for the President. One, in the amount of $25,000, was made on 
August 23, 1952; and one on January 15, 1953, in the amount of 
$12,500, or a total of $37,500 from the emergency fund for the Presi 
dent. Approximate expenses to January 1, 1953, were $23,335. That 
leaves an unobligated balance as of January 31, 1953, of approximately 
$14,165. 

NUMBER OF APPEALS 


Mr. Fenton. You say that 1,000 notices have already been sent out 
with findings of violations. 

Mr. ForsytHe. May I interrupt, Mr. Chairman, on a legal point? 
There is no appeal from a finding. The only appeal is from an order. 
The mine inspector first makes a ‘finding that the mine is violating one 
of the provisions of the act, and they are given, let us say, 10 days— 
or whatever is a reasonable time—to fix whatever is wrong. If it is 
fixed, that isthe end of it. But if it is not fixed, he then issues an order 
closing the mine. It is only an order which is appealable to this Board. 
The finding has to come first. You see, there is a great difference be- 
tween the number of findings and the number of orders actually issued, 
which means that the operator has complied with the finding and it is 
not necessary to issue an order. 
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So that it is a little bit misleading to relate the number of appeals to 
the Board to the number of findings. The number of appeals would 
be based on the number of orders that would be issued. 

Mr. Back. That is quite true. We say that each finding and each 
order is a potential case and could result in an appeal to the Board. 

Mr. Forsyrue. You must have the finding first. 

Mr. Back. That is mght. 

Mr. Fenron. There is no question about the work that the Board 
has cut out for it. As you have said, we do not know exactly how 
hig this is going to grow to be, or how fast it will grow. You will 
recall that I asked in connection with the enforcement of the act, 
about the cooperation of the States and the planning boards. 

Now, just what do your people do when you receive a notice or 
order, whatever you wish to call it? Do you send out and have some- 
body appointed to check or do you just review the finding? 


LAW BARS INVESTIGATION 


Mr. Ferauson. We are debarred by law from making an investiga- 
tion. We must accept an application as it is written and assume it to 
be factual until it is proven otherwise. We have no right to make any 
nvestigation. Congress was explicit in saying that they did not want 
this to be another National Labor Relations Board with people run- 
ning all over the country making investigations, and so forth. 

I might say further that the Board, as now constituted, and know- 
ng the will of the Congress when the legislation was passed, realizes 
very definitely that Congress did not want another agency here which 

vould become an eight-armed octopus spread all over the country. 

Spealiiee for the members of the Board and for some of the propo- 
nents, both operators and mineworkers who were sponsors of the 
measure, I can say definitely that it is our intention not to do anything 
that we do not need to do. That is very definitely the feeling on the 
part of both parties. 

In section 205 (g), the final sentence reads: 

The Board shall not make or cause to be made any inspection of a mine for the 
purpose of determining any pending application. 

Mr. Fenron. Then your voice is final in the matter except that the 
operator may appeal to the Federal courts from your decision; is that 
correct ¢ 

Mr. Ferevson. That is correct. 

Mr. Fenron. I believe that is all, Mr. Jensen. 

Mr. Jensen. I think you have covered it very well, Congressman 
enton. Ihave no questions. 


POSITIONS EXEMPTED FROM CIVIL-SERVICE REGULATIONS 


Mr. Buper. Have the personnel you have employed been hired in 
accordance with the civil-service regulations, or is this agency exempt 
from that requirement ? 

Mr. Fereuson. With the exception of the executive secretary and 
counsel which are excepted positions. 

Mr. Buper. They were not hired in accordance with the provisions 
of the Civil Service Act ? 
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Mr. Fercuson. That is correct. 

Mr. Buper. That is all. 

Mr. Fenton. Thank you, gentlemen ; we wish you good luck. 

Mr. Frereauson. Thank you, Mr. Chairman and members of the 
committee. I appreciate your courtesy very much. 


SUBCOMMITTEE ON LEGISLATIVE AND JUDICIARY 
APPROPRIATIONS 


WALT HORAN, Washington, Chairman 


FRED E. BUSBEY, Illinois MICHAEL J. KIRWAN, Ohio 
FRANK T. BOW, Ohio GEORGE W. ANDREWS, Alabama 


WEDNESDAY, Fespruary 4, 1953. 
THE JUDICIARY 
WITNESSES 


HENRY P. CHANDLER, DIRECTOR, ADMINISTRATIVE OFFICE OF 
THE UNITED STATES COURTS 

ELMORE WHITEHURST, ASSISTANT DIRECTOR, ADMINISTRATIVE 
OFFICE 

JOHN BIGGS, JR., CHIEF JUDGE, UNITED STATES COURT OF Ap- 
PEALS, THIRD CIRCUIT 

EDWIN L. COVEY, CHIEF, DIVISION OF BANKRUPTCY, ADMINISTRA- 
TIVE OFFICE 

JOHN C. BROWN, BUDGET AND ACCOUNTING OFFICER, ADMINISTRA- 
TIVE OFFICE 

DARWIN H. ANDERSON, ASSISTANT BUDGET AND ACCOUNTING 
OFFICER 


Mr. Horan. The committee will please be in order. We have with 
us this morning Mr. Henry P. Chandler, Director, Mr. Elmore White- 
hurst, Assistant Director, Mr. John C. Brown, Budget and Account 
ing Officer, and Mr. Edwin L. Covey, Chief, Division of Bankruptcy, 
all of the Administrative Office of the United States Courts; and Mr. 
John Biggs, Jr., Chief Judge, United States Court of Appeals, Third 
Circuit. 

This meeting is called for the purpose of hearing testimony on 
requests for supplemental appropriations for the fiscal year 1953, of 
which some 7 months have passed ; is that correct ? 

Mr. Cuanpuer. That is right. 

Mr. Horan. We shall make a part of the record at this point the 
detail of the proposed supplemental appropriations for the fiscal year 
1953. 

(The matter referred to is as follows :) 


OTHER COURTS AND SERVICES 
FEES OF COMMISSIONERS 
For an additional amount for “Fees of commissioners”, $107,000. 
FEES OF JURORS 


For an additional amount for “Fees of jurors’’, $200,000. 
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MISCELLANEOUS SALARIES 
* an additional amount for “Miscellaneous salaries’, $39,100. 
TRAVEL EXPENSES 
- an additional amount for “Travel expenses”, $17,500. 
SALARIES OF COURT REPORTERS 


For an additional amount for “Salaries of court reporters”, $15,700. 


SALARIES OF REFEREES 


For an additional amount for “Salaries of referees,” $134,000; Provided, 
That said appropriation shall be available for payment of the salaries of 
referees at the increased rates authorized by the Judicial Conference of the 
United States in September 1952, effective as of October 1, 1952. 

The foregoing proposed supplemental appropriations for fees of commissioners, 
fees of jurors, miscellaneous salaries, travel expenses, and salaries of court re- 
porters are all directly attributable to a greater increase in work volume in 
fiscal year 1953 than was anticipated when thése appropriations were enacted. 

The supplemental for salaries of referees is to cover costs of making the salaries 
of the referees commensurate with the salaries of other Government personnel 
who have received the benefit of pay-increase acts. The action to increase 
these salaries was taken by the Judicial Conference of the United States pursuant 
to Public Law 457, approved July 7, 1952. 


Mr. Horan. Mr. Chandler, I assume you will be spokesman for this 
group ¢ 

Mr. Cuanpter. I shall ordinarily; yes, sir. 

Mr. Horan. I hope you will feel free to call upon any of the other 
gentlemen who are with you. 

Mr. Cuanpter. Certainly. As you know, Mr. Whitehurst is the 


Assistant Director. Mr. Brown is the budget officer. Mr. Covey is 
the Chief of the Bankruptcy Division and Judge Biggs is a member 
of the ase Conference of the United States. He, of course, ranks 
usall. I asked him to come here so that there would be a representa- 
tive present of the Judicial Conference. 


Freres or Commissioners, UnrttTep Strares Courts 


Mr. Horan. The first item we have before us is for fees of com- 
missioners, United States courts, for 1953. When we speak of fees, 
Mr. Chandler, will you clarify for the record whether or not these 
fees are collected, or are they merely paid to the commissioners by 
your office ¢ 

Mr, Cuanpier. The fees are paid to the commissioners who, from 
quarter to quarter, file a deduiied statement of the services which they 
have rendered. The fees for the different types of services are fixed 
by the statute and upon an audit of their accounts they are paid by 
the Administrative Office subject, of course, to final audit by the Gen- 
eral Accounting Office. 

The fees are “prescribed by the statute for the particular services. 
The commissioners, as you know, act as committing magistrates, and in 
some areas where there are Government reservations, they are es- 
pecially authorized_under the provisions of the statutes, to try cases 
of petty offenses. For whatever service they render, the rate of the 
fee is fixed by statute. 

Mr. Horan. Does their work result in income that is covered into 
the Federal Treasury ? 
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Mr. Cuanpier. The commissioners act in criminal cases. Tye, 
examine persons who are accused of crime. If they should as petty 
magistrates, try an offense on a Government reservation and collec 
fines, those go into the Treasury. 


NUMBER OF COMMISSIONERS 


M Ps Be Ww. 


low many commissioners do we have / 


Mr. CHANDLER. Somewhere around 650. 
There is a maximum set by law as to the amount they 


Mr. Bow. 


receive ? 
TOTAL FEES PAID TO INDIVIDUAL COMMISSIONERS 


Mr. Cuanpier. Yes. A commissioner may not earn more tha 
sum which at the present time consists of a basic sum of $7,500 iD 
some of the price increases. I think the maximum is about $9,600. 

Mr. Bow. Is it $9,600? That is what I was trying to figure 
And ms ‘y get the cost-of-living increase, too, under the statute ? 

Mr. Cuanpier. They got some of the early cost-of-living incr 
but have not particip: ated in the later ones. 

Mr. Bow. How many of these commissioners who are now draw 
$9,600 would you oY are full-time commissioners, Mr. Chandler / 

Mr. Cuanpter. I do not think there are more than eight or te: 
the outside who are full-time commissioners. 

Mr. Wutrenvcrst. That is right. 

Mr. Cuanpier. The number may be smaller 

is eight or nine. 

Judge Biaas. I think we figure nine. 

Mr. Bow. And those who are full-time commissioners would 
drawing $9,600 ? 

Judge Biecs. We figured it quite recently and those nine were 1 
only persons who would be drawing the full amount. 

Mr. Bow. There are none who are not devoting full time who ar 
drawing $9,600 ; is that right ? 

Mr. CHanDLer. 


st 


than that, but ] 


There are some commissioners who are giving full 
time and who are not drawing the maximum compensation because, 
in some of the large cities, it is necessary for the commissioners to 
stand by, to be available where there are frequent arrests. Some of 
them who are not earning the maximum, say that they 
time. 

The other point is this, that in certain districts where there are a 
great many persons arrested—for instance, take the districts on t! 
southwestern border, where there are cases of illegal entry: take 
other districts where there are commissioners who are petty mags 
trates: they really earn fees which, were it not for the limit in thie 
law which the Judicial Conference recommended, 
conservatively over $20,000. 

Judge Brees. One of the busiest commissioners is the commissioner 
who has the area which is just below Washington. He is one of the 
busiest commissioners in the country and I think would earn in the 
neighborhood of $20,000 were it not for the limitation. I have for- 
gotten his name for the moment. 

Mr. Warrenvrst. His name is Stanley King and he earned thie 
whole year’s limit within the first 3 months within this past year and 
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r the rest of the vear he has been working right along but not col- 


“ ting any fees. He has been doing the work straight along, but not 


collecting any fees. He hears tr: affic cases on the Pent: won grounds 


and all offenses that occur on the Mount Vernon Highway, and at the 
National Airport. It runs into a very large volume. 

Judge Brees. As I remember it, he does not devote all of his time to 
this work, but he also is a practicing lawyer. 


REMUNERATION OTHER THAN FEES 


Mr. Horan. Isthere any other remuneration to these commissioners / 
Mr. Cuanpier. There are a few instances, sir, in districts which are 
iller than the metropolitan districts where the statute permits a 

pt clerk of a district court to be appointed as a United States 

ommissioner. No commissioner earns any other compensation than 

ie fees collected. 

Mr. Horan. I did not use the word “compensation”; I used the 
word “remuneration.” 

Mr. CHANDLER. No commissioner receives remuneration other than 
these fees. 

Mr. Horan. I had in mind travel money or expense money. 

Mr. CHanpter, | believe he pays his own costs. 

Mir. Warrencrst. No, sir; a very few of them travel, but in one or 

vo instances where military authorities ask a commissioner to come 
out to a military reservation from a nearby town, say twice a week or 
twice a month, to try petty offenses arising on the reservation, we pay 
the tre aveling expenses of the commissioner to make that trip. 

Mr. Cuanpier. That is true. 

Mr. Wurrenvrst. We did that with the approval of the General 
Accounting Office. 

Mr. Horan. I just asked the question in order to keep the record 
clear. 

Mr. Wurrenvrstr. That happens very rarely but, for the sake of 
accuracy, it should be stated that in a few instances that is done. 

Mr. CHanpier. Gene rally speaking, there is little travel. 

Mr. Brown. I do not think there are more than a half a dozen cases 
of that kind. 

Judge Brees. I think there are just two or three. 


Freres or Jurors, UNtrep States Courts 


Mr. Horan. The next item is “Fees of jurors, United States courts.” 
I hardly think it is necessary to have any debate on that. I have no 
questions on this item. 

Mr. Cuanpier. The amount of jury service is uncontrollable by 
us. It happens that the number of trials in the Federal courts is 
markedly up this year compared with last year, and so is the number 
of jury trials. So, inevitably it brings about more use of jurors and 
higher cost. 

Mr. Horan. Gentlemen, are there any questions ? 
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SPECIAL GRAND JURIES 


Mr. Bow. There is one statement in the justification which 
[reading] : 

The sharp rise in payments to jurors began in February of 1952 following 
the Attorney General’s instructions to United States attorneys in January 1959 
to convene special grand juries to investigate organized crime and racketeering 
in their districts. 

How many such juries have been organized ? 

Mr. Cuanpter. I do not have a record in that form, but the At- 
torney General announced that he was going to have a grand jury 
impaneled in every district, and my impression is that he moved to 
do that. 

Judge Bices. There were special grand juries throughout the third 
circuit, even in Delaware. 

Mr. Brown. They followed two courses in carrying out that policy, 
In some districts they called special grand juries. In other districts 
they used the regular grand juries to accomplish the same purpose. 
So, it is difficult to say how many special grand juries actually have 
been called during that period. We do know that the number of 
juries increased from February 1 to the end of the year considerably, 

Mr. Bow. Upon the basis of this statement you cannot say to what 
extent the need for this money is caused by that order? 

Mr. Brown. No, sir. 


RECENT INCREASES IN EXPENDITURES 


Mr. CHanputer. There is one more observation I should like to 
make before we pass this. Mr. Brown informed me a few days ago 
that the data for expenditures for juries in the month of December, 
which have just become available within the last few days, show a 
very sharp increase over the corersponding month in 1951. If that 
trend continues through the rest of the year, this amount of $200,000 
will not be sufficient. But you will realize that we have to make our 
estimate of the cost of juries according to the best judgment we 
have and on the basis of prior experience. 

Mr. Horan. We will have no trouble, I feel, in justifying that item. 


MISCELLANEOUS SALARIES, UNtrep STAtTes Courts 


The next item is “Miscellaneous salaries, United States courts. 
$39,100.” Briefly, what is this request to cover / 


INCREASE IN WORK OF THE COURTS 


Mr. Cuanpuier. The appropriation for miscellaneous salaries covers 
principally the salaries of secretaries and law clerks of circuit judges 
and district judges. There are some miscellaneous employees of other 
types, but in the main that goes for secretaries and law clerks of judges 
or sometimes law clerk-secretaries; one employee who will combine 
both functions. The reason for the need for more money is that, witli 
the sharp increase in the business of the Federal courts, the judges 
need all the help they can get if they are going to dispose of it with 
anything like expedition. 
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You might be interested to know that the number of civil cases in 
1952—and civil cases, by and large, are the cases which take the great- 
est amount of time per case for trial—went up 15 percent over 1951, 
and in fiscal 1953 the number of civil cases went up in the first half 
ending December 31, approximately 19 percent over the number in the 
first half of 1952. The same thing i is true of private civil cases, which 
seem as a class to take the most time of any cases in the Federal courts. 

There has been a very large increase in the civil business of the 
Federal courts compared with 10 years ago. The business from 1941 
to 1952 increased about 52 percent. The increase in the number of 
judges in that period was 14 percent. I mention that as a condition 
which I think indicates that the judges need all the help they can get 
if they are going to handle the business with anything like promptness. 

As a matter of fact, the delay in the disposition of cases in some 
Federal courts is a cause of concern tous. That is not the immediate 
matter here. But the reason for the need for more money for mis- 
cellaneous salaries is to provide the judges with supporting personnel 
to help them cope with the business this year. 

I have had in the last 45 days, when I saw where we were getting, 
to tell 3 judges, who did not have law clerks and who requested author- 
ization for them, that I did not feel I should give the authorization 
until the Congress had an opportunity to consider this appropriation. 
But I have not any question, sir, that the increase is really necessary 
to provide the courts with the personnel that they need. 


LAW CLERKS 


Judge Brees. Each circuit judge is entitled to a law clerk by statute 
and by statute each district judge is entitled to a law clerk on certifi- 
cation of the chief judge of the circuit. In most of the busy metropoll- 
tan areas, where there is a large mass of work, every district judge 
has and should have a law clerk. It is re eally an essential not only 
for circuit judges but comparatively I think even a greater necessity 
for district judges to have law clerks to help them, particularly during 
the course of trials. There are a dozen times a day even in the, court 
of appeals when I need a law clerk and in the district courts where 
rulings are required to be made very promptly it is really, in my 
opinion, absolutely necessary, for the judge to function properly, 
to have a law clerk. 

This particular situation means that because of a shortage in the 
available funds, a number of judges now in office who need law clerks 
have not been able to get them despite the certification of the chief 
judge. 


SALARY OF LAW CLERKS 


Mr. Bow. What is the average compensation of law clerks? 

Judge Biees. It depends on the type of law clerk. Some of the 
judges use career law clerks that is, law clerks who stay with them 
throdgihiont their entire judicial life. Most of the judges, such as 
myself, take some young man who is just out of law school, usually 
one of the first 10 percent of his class, and, if he is a member of the 
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bar, or if he has been on the law school review, or something of { 
sort, he gets a little bit higher compensation. I suppose the av 
would be—what ? 

Mr. Cuanpier. The beginning salary for law clerks is $4,205. Tha; 5 
is the entering rate for grade GS-7. The Appropriation Act for Mis 
cellaneous Salaries contains a provision which permits classific 
according to the degree of proficiency. 

Judge Brees. I am not sure that the committee understands 
these men come in. The committee on supporting person 
which I am chairman, back in 1943, recommended to the Ji 
Conference of the United States classifications for law clerks 
secretaries as well as for numerous other employees in the Fe 
services. For a man to get in at GS-7, he has to have a certain qu 

cation. If, for example, he has been admitted to the bar of 
supreme court of his State, which very frequently happens afte: 
has been with the judge for 4 or 5 months, he m: iv receive the bot 
salary of the next higher grade. Most of them come in at GS-7 0) 
GS-8, but some of the law clerks—Judge Maris, for example, 
Philadelphia, has only had two law clerks throughout his enti 
career. Mrs. Beckman, his present law clerk, I think, is at 
GS-9. She will be there I suppose indefinitely. She is a membe) 
the bar, admitted not only to our own court, but to the Supreme Court 
of Pennsylvania, and has made a career of it. The career law clerk 
are more highly paid than the young men who come in and why 
ordinarily stay a year and a half or perhaps 2 years and then go 
into practice, when the judge takes another new, bright young n 


t 


ADDITIONAL JUDGES ANTICIPATED 


Mr. Horan. This item includes an anticipated need of employee 
for additional judges. Have we any reason to assume that thos 
judges will be appointed ¢ 

Mr. Cuanpier. They are greatly needed, sir. The need is urgent 
There is no provision 1n this supplemental appropriation except fo 
judges for whom there is statutory authority. 

Mr. Bow. The judgeships have already been created ? 

Judge Biecs. There are 10 vacancies now. I have three in my 
own circuit. I do hope that they will be promptly filled, because we 
are in very bad shape. I had the pleasure of talking to Mr. Brownell, 
the Attorney General, about a month before he came to office and he 
assured the Chief Justice who was there, Chief Judge Stephens, and 
Chief Judge Phillips, and Chief Judge Parker who comprise the 
executive committee of the Judicial Conference of the United States, 
that that would be one of the first orders of his business—to fill thos 
vacancies. 

I do hope it will not be long postponed and certainly that they will 
be filled within the next few months. They have got to be. The 
courts in my circuit are running so far behind that in the western 
district of Pennsylvania we have ‘had to suspend temporarily the trial 
of civil business except for emergencies. We really are in bad sh: ape. 
That is also true in the southern district of New York and various 


other places in the United States. I do hope that these vacancies will 
be filled. 
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We have prepared a bill which has been introduced for 27 addi- 
onal judges in connection with the bad places throughout the United 
states. But those 27 have nothing to do with these 10 existing 
il ancles. 


NEED FOR TEMPORARY EMPLOYEES 


Mr. CHANDLER. May I say one more word before this is passed? A 
onsiderable part of the reason for this ap propriation comes in the 
ct that there has been a much greater call for temporary law clerks 
ni 1d secretaries, this year especially, both classes. Ordinarily, tem- 
porary law clerks under the provisions of the appropriation act are 
appointed when there is an emergency on account of the increased 
um iount. of work, such as there is in a district that I could name, where 
e judge has a most difficult antitrust case and he has called, during 
that case, for additional legal assistance. We felt that that was 
clearly warranted, under the terms of the appropriation act, and 
should be authorized. In addition, because law clerks and secre- 
taries are only one person, if a law clerk or secretary resigns while 
ie business remains in the volume that it is now, it is necessary to 
uthorize filling the vacancy at once. We do this even though the re- 
oned employee may be entitled to leave which will run for some 
time. 

We try in larger offices to avoid the duplication of payment. for 
leave and payment to a successor to a resigned employee. But in 
the ease of secretaries and law clerks, that really is not a le with- 

ut + de ‘priving the court of the assistance of such a person for a consid- 
erable time. As is set out in our justification, a very saeaieie rable 
part—in fact, practically all of our allotment out of the annual appro- 
priation for temporary employment is used up. We considered that 
while we had the funds we should use them to enable the courts to cope 
with the business. 


RATE OF PAY FOR TEMPORARY EMPLOYEES 


Mr. Horan. How much do you pay these temporary employees? 

Judge Bices. I never employed any. Some of the employment has 
been in the Court of Appeals of the District of Columbia Circuit and 
some, I believe, has been in the United States District Court for the 
District of Columbia. I think Mr. Chandler can give the details. 

_Mr. Wurrenursr, We pay them generally on the same scale that 

e pay the regular secretaries. 

"a Horan. Pro rated? 

Mr. Wurrenurst. Yes, sir: generally, at least sometimes, a little 
less. We never pay them more. Generally we pay them on the regu- 
lar salary basis. In some instances it has been on an hourly basis. 
We try to fit the pattern to the particular need. 


Mr. Horan. We now come to the item of “travel expenses,” for 
which there is a request for additional funds in the amount of $17,500. 
Frankly, in looking over the facts, we are not completely convinced 
of the need for this item. I think you are aware of the fact that the 
committee for some time has felt that for the good of everyone con- 
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cerned we should go into these travel items with every idea of being 
fair and yet not ie any undue expenditure of the people’s money. 
But in going over this justification just briefly it would appear that 
an expenditure of about $400,000 for travel has occurred dicate this 
fiscal year. ; 

Mr. Cuanpier. Not quite so much as that. Up to December 31 the 
amount was $312,000 this year. We feel that last year the allowance 
for travel handicapped the courts toward the end of the year. The 
total expenditure for travel in 1950, if we can go back to that time— 
and I cite 1950 because that was the first year in which the law raised 
the maximum limit on subsistence of Government personnel on official 
travel—in 1950 there was an appropriation of $749,000 the actual 
expenditures were $724,719. In 1951 the appropriation was reduced 
to $725,000 and the amount spent was $700,000. 

Last year, when, as I have pointed out, the business of the courts 
was going up, the appropriation was $715,000 and we managed }) 
the most urgent persuasion addressed to all of the court officers to 
keep the travel within that amount of $715,000. But the communi 
cations that came to me from judges who I know are to be relied upon, 
indicated that the service of the courts suffered. One of them, Judge 
Lindley, who was formerly the district judge for the Eastern Dis- 
trict of Illinois and is now the circuit judge in the Court of Appeals 
for the Seventh Circuit, wrote to me—and I have the letter here— 
that he was going to do his best to cooperate, but that it would be to 
the detriment of his work as a judge. 

The allotments for travel of the probation officers were cut very 
drastically and I have letters from judges in regard to that. After 
all, a probation officer could not do very much good in his office unless 
he could go around and see the people he was supposed to supervise. 
His time would not be wasted, because there are certain things that 
he could do, but certainly it would not be effectively applied. 

The appropriation this year is in the same amount as the appro 
priation last year, $715,000, and all I can say to you, sir, is that the 
expenditures for travel in the first half of this year are somewhat 
higher than they were last year. I am satisfied that we cannot keep 
the expenditures within that amount without seriously handicapping 
the courts. The amount for which we are asking, $17,500, is only 214 
percent of the amount of the annual appropriation. 

Mr. Horan. Just a rough calculation indicates that you have spent 
only about four-sevenths of your appropriation during the first half 
of this fiscal year. 

Mr. Brown. May I explain that, Mr. Chairman ? 

Mr. Horan. Yes. 

Mr. Brown. Customarily, 6 months’ expenditures represent only 
about 42 or 48 percent of the total requirement for the year. That 
is due to the fact that the first 6 months include the vacation period. 
Ordinarily courts do not sit in July and August, whereas during the 
second half of the fiscal year, from January to June, they are busy 
all the time holding court. That is the experience and that explains 
why we only spent or obligated about 42 percent of the total require- 
ment in the first half of the year. 

Mr. Bow. Does this include the per diem subsistence expenses? 

Mr. Brown. Yes, sir. 

Mr. CHanpter. Everything. 
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Mr. Brown. It includes all of the travel costs, transportation, and 
per diem. 
~ Mr. Cuanpter. And all subsistence, for all kinds of personnel for 
the courts of appeals and the district courts. 

Judge Biees. Under the existing statute, the chief judge of a circuit 
has the power to assign any district or circuit judge to any district 
or other circuit court of the circuit. And under the law, the Chief 
Justice of the United States has the power, with the consent of the 
chief judge of a circuit, to assign a district or circuit judge from out- 
side the circuit to sit in another circuit or in the circuit in which help 
is needed, 

Mr. Horan. That refers to the assignment of judges. This item 
covers more than judges. I think we should make that clear. 

Mr, Cuanpuer. Oh, yes. 


LIMIT ON PER DIEM SUBSISTENCE REIMBURSEMENT 


Judge Brees. In respect to the per diem, the upward limit is $10 
a day and I think the Administrative Office has figures which would 
indicate that the average does not come up to the $10. 

Mr. Cuanpter. That is for judges. For all other personnel $9 is 
the maximum. 

Judge Bices. The point is this; that at the present time that low per 
diem limit of $10 a day for a judge outside of his circuit or district 
is so low that we are having a great deal of difficulty in getting the 
judges to go outside of their districts and outside of their circuits. 

Mr. Bow. Judge, there is one matter to which I should like to direct 
your attention. That has to do with where a judge has official 
residence. 

Judge Breas. Yes. 

Mr. Bow. That is where he is appointed from ? 

Judge Biees. And where he lives. It is the nearest district court 
to where he lives. 


HIGH TRAVEL EXPENSES OF SOME JUDGES 


Mr. Bow. I have before me a statement concerning one circuit judge 
who drew $3,500 in per diem during calendar year 195i. Practically 
all of it was for days he spent in San Francisco where he is holding 
court. That would be a minimum of 350 days. He practically lives 
in San Francisco. There are other instances that are high. That isthe 
highest. I picked out the highest for my example. This man appar- 
ently is living in San Francisco and drawing $3,500 a year as per 
diem travel expenses, in addition to his salary. I assume that under 
the law, where his official residence is close to the district, in this case 
Boise, that is the justification for it. It would take a change of the 
law to change that situation, would it not? ; 

Mr. CHANDLER. I conceive that the law does enable him to establish 
his headquarters in the place nearest: his residence at which a district 
court is regularly held. As you know, the conception of residence in- 
volves a good many elements. This matter has been called to the at- 
tention of the judge whom you have mentioned and to the attention 
of the chief judge of the circuit. The judge takes the position that 
his residence is Boise. 
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Mr. Bow. There is another judge who has drawn $2,760, 
in the same circuit. 

Judge Biaes. Yes. 

Mr. Bow. It seems to me that that calls for some change in th 

Judge Bices. The matter was discussed in the March 1952 s 
of the Judicial Conference, although it may have been the Sept: 

1951 session. Each chief judge of the circuit was directed to tak 
any such situation with the judges in his circuit. I have not | 

any report from that. I am not in any sense singling out the 1 

circuit, but I do not believe there is any other situation that | 
aware of in the circuits where such a condition exists. I am not 
solutely confident that that is not so, but I believe these are rat 
isolated instances. 

Mr. Bow. In checking these I took my own district, the Cincin 
district. I see that Judge Allen, when she goes to Cincinnati to 
charges per diem, which I think is perfectly proper. 

Mr. Cuanpuer. Yes; she lives in Cleveland. 

Mr. Bow. Yes; she lives in Cleveland and goes to Cincinnati. 
is true T think with many of the others. They charge for the 
they actually are away from their place of residence on Hideistéce 
the court. 

Judge Brees. I live in Wilmington and I travel to Philadelphia 
almost every day when I hold court there. I charge my travel ex 
penses on one of these commutation tickets. I charge my actual o 
of-pocket expenses which very rarely exceed $3.21 or $3.22, not up 
the amount of the per diem. Of course, if I have to spend the 1 
there, I go over that amount immediately, because you cannot live « 
$10 a day in Philadelphia. 

Mr. Bow. Members of Congress are faced with that situation, too 
sometimes. 

Judge Biees. That is, unless you impose on your friends. But I do 
think that the ninth circuit situation is probably a rather a 
one. I do not say that positively; I merely say I do not know of : 
other. 

Mr. Bow. There are a few others, but I would say that that is the 
bad one. 

Judge Bices. There are some others ? 

Mr. Bow. There are some others that run well over a thousand 
dollars and a few over $2,000. I will not go through them now, but 
I think we should have a statement showing the number of days the 
judges actually held court, in these cases in “the ninth district. 

Mr. Cuanpier. Very w ell. 

Judge Biees. You mean those particular judges that held court? 

Mr. Bow. Yes. 

Mr. Horan. You gentlemen understand that this subcommittee is 
not a legislative committee. We have to deal with the facts of basic 
legislation as they are and not as, perhaps, we think they should be. 
This is an item that was unclear and there appeared to be some evi- 
dence that, to put it charitably, advantage has been taken of the 
privileges granted under the law. 

Mr. Brown. May I ask a question here, Mr. Chairman ? 

Mr. Horan. Yes. 

Mr. Brown. I suppose you want the number of days of holding 
court during that same period, in order for it to be comparable? 
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\Mr. Bow. That is right. 

Mr. Horan. Judge Biggs, we should like you people to give active 
consideration on this matter with a view to recommending whatever 
corrective measures need to be taken either by the Congress or by the 
judiciary themselves. 

Mr. Wutrencrstr. Would you like to have the citation to the ap- 
propriate provision of title 28 of the United States Code ? 

Mr. Bow. I have that. 

Mr. CHanbuer. It is section 456 of title 28. 


MOVES TO INCREASE PER DIEM RATE 


Judge Bices. For the information of the committee, a bill has been 
introduced in the last two sessions of Congress to increase the upward 
limit of the per diem to $15. I want to point out that is the upward 
limit, the top. That bill passed the House on several occasions but 
never got through the Senate. It has been introduced again. 

As a matter of fact, I think the bill that was introduced is the one 
which I and Judge Maris with six or seven bills relating to matters 
which the conference passed on, asked Mr. Chandler to get introduced. 
That was introduced, was it not ? 

Mr. Cuanpier. I was informed that Representative Reed would 
cause it to be introduced yesterday. 

Judge Brags. It was sent to Representative Reed by Mr. Chandler. 

Mr. Horan. I want to congratulate you gentlemen on having a very 
good man as chairman of the legislative committee that handles your 
affairs on the House side. 

Mr. Cuanpter. I will say that long before I came to this position, 
because I was a resident of Illinois, I had occasion to work with Con- 
cressman Reed on one or two matters and I formed a very high regard 
for him then and it has grown since. 

Mr. Horan. I forget for the moment what the total amount is that 
the Federal Government spends for travel, but it is in excess of $200 
million. This amount before us is a small amount, for the judiciary, 
but it is one of the troublesome items that we have. We have felt 
compelled on certain occasions in the consideration of other bills to 
put in a proviso against the abuse of this item. We have had whole 
conventions of people whose travel expenses have been paid for by 
the Federal Government and sometimes those conventions, it has 
been alleged at least, have been quite partisan, and for that reason 
there has been considerable discussion and considerable criticism of 
the abuse of travel allowances. I, for one, on this committee, would 
like to look to you for whatever discipline is necessary fiscally on the 
use of travel money. 

Mr. CHANDLER. May I say just a word as to what I have been doing 

nd am doing? As I stated, toward the end of last year when it ap 
peared that there was danger of a deficiency in the appropriation for 
travel, and it was too late to put the matter before the Appropriations 
Committee with any prospect of action during the year, I sent four 
successive letters to the personnel of the courts pointing out the situa- 
tion and urging that their travel be restricted to the utmost degree 
practicable. here was, I want to say, very excellent cooperation. 
But, as an instance of the result, Judge Lindley said that he was handi- 
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capped by not having his secretary accompany him to Chicago for . 
session of the court on which he sat. 

If I were preparing this supplemental estimate anew I think 
probably should ask for a little more. At any rate, my whole reasoy, 
for asking for supplementation to the extent of $17,500, or 21%, per 
cent, is so that in the face of this very great civil load which the j judges s 
are having to handle this year they can have the travel of their sup- 
porting personnel to the extent necessary. 

If those funds are not supplemented, I will do my best to use the 
money that we have with the utmost discretion. But this is a fac 
tor to be borne in mind. Under the law a judge—and properly, | 
think—is the judge of the necessity of his own official travel and if he 
is a man who is qualified to be a judge—Judge Lindley, for instance— 
he certainly can be trusted to know when he needs to go to Chicago, 
Then it follows that if he has assistants, a law clerk and a secretary, 
if he is going to work to the greatest effectiveness, he needs to have 
them where he is. I have, to the utmost extent that I could, where 
funds were available, upon the statement of a judge or the statement 
of a law clerk or a secretary for the judge, that the judge desired their 
attendance, authorized that travel. 

Mr. Bussey. Judge Lindley makes his residence in Danville, does 
he not? 

Mr. Cuanpter. Yes, he does. 

Mr. Bussey. But he has been spending quite a bit of his time in 
Chicago, of recent years. 

Mr. Cuanpuer. Of course, the seat of the court is in Chie: ago. On 
the other hand, Judge Lindley has a residence in Danville, and he has 
an office in Danville. I know that he returns to Danville between the 
sessions of the court. I think Danville is about 110 miles from Chi 
cago, Mr. Busbey, is it not? Oris more than that? 

Mr. Bussey. It is 120 miles. 

Mr. CHAnpbter. So obviously he goes home when he can. 

Mr. Bussey. We are very hopeful, Judge Biggs, that we will have 
our three vacancies filled in Illinois. 

Judge Biees. We hopeso. May I say that I took this matter up with 
respect to the per diem with the Chief Justice and with the session 
of the Judicial Conference—I cannot remember exactly which session, 
but I think it was the March 1952 session; and I will take it up with 
the Chief Justice and see if we cannot get this particular situation 
straightened out. 

Mr. Horan. I am glad to hear that. We have no intention in this 
oor, of bringing things up just to embarrass our judiciary; | 


rant you to know that, but this is something that we cannot pass over 
lightly. 


Judge Biees. I realize that. 

Mr. Cranpter. I appreciate that. 

Mr. .iorAn. If there is something that needs correction, then the 
judiciary might be embarrassing themselves. 

Judge Bices. I think so. I though that we should make the cor- 
rection. I do not know whether it will be effective or not, but we will 
try. 
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SALARIES OF Court Reporters, Unrrep States Courts 


Mr. Horan. The next item is “Salaries of court reporters, United 
States courts, $15,700.” 

Mr. Cuanpier. About the same general condition led us to ask for 
a supplementation of the appropriation for court reporters. The 
amount asked is $15,700 on an appropriation of $1,100,000. 

Under the law, and as a matter of necessity, every judge of a dis- 
trict court has a court reporter in his part of the court. In this cur- 
rent year, for some reason, the proportion of vacancies in the regular 
positions has been ver vy low indeed. When a regular reporter is occu- 
pied and a judge comes in from outside to hold court, we have to 
authorize temporary reporters. I think the justification sets up pretty 
cenerally our reason for this need. With the greater business of the 
court there has been a greater demand for reporters, and to this slight 
extent, which you will see is only about 114 percent, we need an addi- 
tional amount in order to provide adequately for reporting service 
in the current year. 

Mr. Horan. This supplemental request apparently is based upon 
studies you made when you submitted your estimates for your budget 
for the 1954 fiscal year; is that right? “It would appear to be, because 
the inerease is exactly the same for next year as the supplemental 
you are asking now. 

Mr. Brown. That is a coincidence, Mr. Chairman, really. But it 
is a fact, as you state, that the amount is equivalent to the amount 
that we are asking for next year. : might say that the major reason 
for this additional call for tempora : assistance is the great number 
of condemnation cases that are insite heard. They are handled by a 
branch of the court, the condemnation commissioners, outside of the 
court, and they require reporting by a qualified reporter. In many 
instances the regular court reporter is busy attending the regular 
session of the court. That is the real need for the higher amount of 
temporary service. It is true, as Mr. Chandler stated, that the number 
of permanent reporters we are having to provide this year is greater 
than we have had in the past. I can give you the figures if you — 

We now have 219 regular reporters whereas at this time last yea 
we had 216. Those reporters ; get an average of around $5,000 a year, 
so you can see that there is $15,000 additional required this year. 

Mr. Horan. The figure here in the justifications is 226 as ‘of Novem- 
ber 30. 

Mr. Brown. That is the total. I was giving you the ae 
figure. The total today is 225 as compared w ith 219 last yea 

Mr. Wuirenvrst. Another factor is that we have a eae deal of 
illness among reporters. The flu has not spared them, either. And 
if the court has only one reporter and he is sick, we either authorize 
another reporter or the whole court shuts down until he gets well. 
We have had quite a number of requests for that reason. 


SALARIES OF REFEREES IN BANKRUPTCY 


Mr. Horan. The next item is “Salaries of referees in bankruptcy, 
$134,000.” 

Mr. Cnanpter. Mr. Chairman, in 1946 the Congress passed a law 
changing the basis of compensation of referees in bankruptcy from 
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a fee to a salary and it prescribed a maximum limit of 310,00) 
full time referees and $5,000 for part-time referees. 

The last Congress, very late in the session, upon the recomny 
tion of the Judicial Conference, which considered that in the 
which have elapsed since 1946 and 1947, other Government pers: 
had received the benefit of pay increases and an increase in the sala 
of referees was called for, changed the law leaving the power ti 
salaries still in the Judicial Conference but subject to a lim 
$12,500 for full-time referees and $6,000 for part-time referees. 

Sir. Horan. [recall that action. 

Mr. Cuanpter. The Judicial Conference at its September meet 
authorized, upon a detailed report by Mr. Covey, district by di 
the increases in salaries of certain referees. The Judicial Confe 
acted conservatively in that. It did not provide for a horizo 
increase. It dealt with each position separately. 

The action taken resulted in an increase in the total salaries of { 
time referees of 22.5 percent and of part-time referees of 17.2 perc 
or an average increase of 20.5 percent. That increase on an an 
basis would amount to $179,750 a vear, $1,250 of which, however, y 
be effective only beginning the Ist of next July. The pro rata 
from the Ist of October when the Judicial Conference, meeting 
September provided that the increase should take effect, the pro 1 
part of the cost for the current fiscal year is $134,000. And it 
pay those increases that this supplemental appropriation is request: 

Mr. Horan. What was the appropriation for this item for the { 
vear? 
~ Mr. Brown. $879,000. 

Mr. Wurrenvrst. This does not come from appropriated funds. 

Judge Biacs. This is self-supporting. 

Mr. Horan. This item is self-supporting ? 

Mr. Cuanpier. Yes. The statute provides that charges aha 
paid by the parties to bankruptcy proceedings for two special 
One is known as the referees’ salary fund and the other is the re fere 
expense fund. The latter is not involved here. The statute furt 
provides that the salaries of referees shall be paid out of the spe 
salary fund, except that the Government underwrites the salaries y 
a provision that if there is a deficit it shall be reimbursed out of subs: 
quent receipts. 

I can give you the condition of the special fund for salaries ai 
there is a similar statement of the condition of the fund for referees’ 
expenses. But inasmuch as it is the salary fund that is involved here 
my figures will relate to that. Except for the first year, when the 
Congress realized that the system would not get on a self-supporting 
basis and provided for pi iyment of part of the cost out of the general 
appropriations for the courts, there has been a surplus of receipts 01 
disbursements. 

The advances from the Treasury have been fully repaid and as of 
December 31, 1952, there was a surplus in the salary fund of $1412. 
059. The receipts in the first 6 months of 1953—because you are inte 
ested in the current condition as well as in past accumulations—wer' 


Now, the charges against that for salaries, if it is assumed that you 
grant this appropriation and the higher salaries are paid begin ining 
in October—the cost for salaries will, be $480,225, which is more Phan 
$100,000 under the receipts. 
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Mr. Horan. The total that you gave us includes the $13+4.000 ¢ 

Mr. Brown. It includes the applicable proportion of it 

Mr. Covey. One-third of it. 

Mr. Horan. You pro rate it / 

Mr. Covey. Yes, sir: because the income is only oliven for 6 months 
So we give the expenditures for 6 months, of which 3 months 
the higher rate. 

Mr. CHANDLER. This pays its way, sir. And I want to add to that 
that while it is true that next year the cost will be higher, let us say in 
round numbers $180,000, because the increases will be in effect for the 
full year, it still will fall within the receipts from the system at the 
present rate. The number of ban krupte) V cases Is rising somewhat this 
year and certainly there is everything in the experience with the fisea 
operation of the sal: ary svstem for referees to indicate that this addi 
tion: al cost can be borne. 

There is one other point I should like to make. Some persons raise 
ad pc wt ton whether the bankruptey litigation in the courts should be 
expec ted to be fully self-supporting. Ce tainly the bankruptey admin 
stration always has paid its own way and that is true under the 
present law. 

[ should like to add this, if I may, indicating that the action of the 
Judicial Conference was rather conservative: not fhat it was too con 
servative, but let us say judicious. The Committee on the Judiciary 
of the House in reporting this bill, said, after giving reasons for it, in 

e fact that the referees had not shared in the benefits of the Pay 
Increase Acts— 


are at 


The estimated cost of the increase provided by Senate 2240 is $200,600 
nnum which is well within the current yearly surplus, so that the increase woul 
st no burden on the general funds of the Government. 


In acting on this on a distriet-by-district basis, the Judicial Confei 


nce has set a cost which is $20,000 a vear under the cost as estimated 
n the report of the House Judiciary Committee. 


NUMBER OF REFEREES 


Mr. Bow. How many referees do we have ¢ 

Mr. CHANDLER. 163. 

Mr. Bow. Would it be a great deal of trouble to get a breakdown. 
sometime before the bill comes up for consideration in the House, 
showing the number, their location, the case load, voluntary and in- 
voluntary and the receipts of the particular referee's office ¢ 

Mr. Covey. I can give you that, sir. It is in this report that v 
made last June. I can give it to you as of the end of June, June 30. 
This is the report that went to the Judicial Conference on these raises 
and that information is all in here by districts and by referees. 

Mr. Bow. With the loc ration of each office. 

Mr. Covey. The referee’s office, yes. 

Mr. Bow. And their income, and the cases voluntary and involun 
tary ¢ 

Mr. Covey. Yes, sir. 

Mr. Bow. Very good. 

Mr. Bussey. Mr. Chairman, I have no questions, but I would like 
to say for the benefit of my colleagues that it has been my privilege 
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to have known Mr. Chandler personally for more than 30 years, | 
knew him when he was an active attorney in the city of Chicago, | 
knew him, when he was known as one of the outstanding civie leadeys 
of Chicago, and very active and past president in an organization 
known as the City Club of Chicago. He enjoyed a very enviable 
reputation among the members of the Chicago and Illinois Bar As. 
sociations as being one of the outstanding, ‘if not the outstanding 
lawyer in Chicago, for “hewing to the line” on all matters and being 
honest and ethical. We suffered a loss when Mr. Chandler came to 
Washington as the Director of the Administrative Office of the United 
States Courts, but we were very proud to know that such a man was 
made the Director. 

Mr. CuHanpter. You are too generous, Mr. Busbey. But this is 4 
very great compensation for any effort that I can put forth, and I 
appreciate it. 

Mr. Horan. Gentlemen, that completes the items before us. I want 
to thank you for coming here. You have been very courteous to us 
and we expect to have amicable relationships with you. We want to do 
our part to help you run a good judiciary. 

Judge Biees. Mr. Chairman and gentlemen, I thank you for a very 
courteous hearing of our needs. 

Mr. CuanpierR. You have been very courteous to us, sir. 

Mr. Horan. We may be critical but we represent the taxpayers and 
we try to keep things within proper bounds. 

Mr. Cuanpbier. Thank you very much, Mr. Chairman and gentle- 
men. 


Monpbay, Fresrvary 9, 19553. 
HOUSE OF REPRESENTATIVES 
WITNESSES 


LYLE 0. SNADER, CLERK OF THE HOUSE OF REPRESENTATIVES 
J. C. SHANKS, DISBURSING CLERK 


Mr. Horan. The committee will please be in order. This hearing 
was called for the purpose of having Mr. Lyle Snader, Clerk of the 
House, inform the committee of some of the problems in the House of 
Representatives and to justify requests for supplemental appropria- 
tions for the fiscal year 1953. 

Will you proceed, Mr. Snader. 

Mr. Snaper. Gentlemen, I appreciate your kindness in allowing 
me this opportunity of appearing this afternoon to discuss the esti- 
mates I have transmitted to the Director of the Bureau of the Bureau 
of the Budget, supplemental estimates of appropriations required by 
the legislative branch, House of Representatives, for the fiscal year 
1953. These estimates are as follows: 


SPECIAL AND SELECT COMMITTEES 


Contingent fund of the House, for special and select committees: 
For an additional amount for salaries and expenses of special and 
select committees authorized by the House, fiscal year 1953, $600,000. 

Mr. Horan. These all have been authorized by House resolutions. 
have they not? 
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Mr. Snaper. Yes, Mr. Chairman. I would like to point out that 
there is a balance available for special and select committees from 
February 1, 1953, for outstanding indebtedness, of $634,891.63. 

That is available for paying outstanding indebtednesses incurred by 
statutory special and select committees of the last Congress. 

For instance, we have expended $18,000 since February 1, 1953, for 
bills that have been submitted by various special and select commit- 
tees that worked last year. There is currently pending before the 
House Administration Committee requests for money to finance spe- 
cial and select committees for this Congress in the amount of $1,160,000. 

Mr. Horan. That is the reason we have this $600,000 item here? 

Mr. Snaper. Yes, sir. 

Mr. Horan. And the two together—— 

Mr. Snaper. The two together would give you approximately $1,- 
250,000. Of course, we have no way of knowing how many of these 
special and select. committees will be approved. Already there has 
been reported and approved a Select Committee on Small Business. 
The House approved that resolution. There has been reported from 
the Rules Committee another resolution for the Judiciary Committee 
continuing the Justice Department investigation. They have asked 
for $100,000. 

Small Business has asked for $135,000. Un-American Activities 
Committee has requested $300,000. Government Operations Com- 
mittee has requested $50,000 and Ways and Means Committee, to in- 
vestigate the need for a national retirement system, $100,000. 

I would suggest putting a list of these in the record, if the com- 
mittee wishes. 

Mr. Horan. Very well. 

(The list is as follows :) 


Funds requested for House investigations, 83d Cong., corrected to Feb. 9, 1958 


Resolution Author | Committee and subject of investigation Amount 


. Res. 24 (House rules).| Hoffman of Michigan.| Government Operations: Routine investi- $50, 000 
gations. 
. Res. 36 (H. Res. 35)_.| Roosevelt ....--| Foreign Affairs: To investigate New York 25, 000 
| | port security conditions. | 
. Res. 38 (H. Res. 37) St. George. _ - .....| Post Office and Civil Service: Continue 25, 000 
investigation of pornographic material 
commenced by Gathings special com- 
mittee, 82d Cong. 
Res. 44 (H. Res. 43)_.| Hand_........----- ..| Ways and Means: To investigate need for 000 
national retirement system. 
Res. 46 (H. Res. 45)__| Javits Interstate and Foreign Commerce: State 50, 000 
and local laws re Motor-vehicle inspection. | 
Res. 58 (H. Res. 57) Multer... Select Committee To Investigate Hospital, 000 
Accident, Health Insurance. 
Res. 66 (H. Res. 50)! Reed of Illinois........| Judiciary: Routine and Justice Department 000 
investigation. 
Res. 73 (H. Res. 65) WOT L eisisciace Interstate and Foreign Commerce: Work 5, 000 
' stoppages in Seattle Maritime operations. 
Res. 116 (H. Res. | MeConnell___- ; Education and Labor: Routine- was 50, 000 


es. 117 (H. Res. | Miller of Nebraska- Interior and Insular Affairs: Routine 50, 000 


H. Res. 119 (Rules of | Velde. ..--. ----| Un-American Activities: Routine--_-.. | 300, 000 
House). 


H. Res. 123 (H. Res. 91).| Kean__- Ways and Means: General routine and | 000 

internal revenue. 

H. Res. 127 (H. Res. | Wolverton. - ..| Interstate and Foreign Commerce: Inves- | 50, 000 
126). tigation of newsprint, etc. 

H. Res. 131 (H. Res. 22)® ; ...| Select Committee on Small Business 135, 000 








1, 160, 000 


! Reported from Rules Committee, Feb. 2, 1953. 
? Approved by House of Representatives, Feb. 3, 1953. 





434 


Mr. Suanxs. We have a balance today, out of the $800,000, of al 
80.000. Some of these committees are retroactive back to Januar 
as thev are still functioning, such as Un-American Activities and ¢] 
so-called Chelf committee. We do not know exactly how much 
be required, but we have gone on the basis, the way they have by 
running, that $600,000 additional would see us through June 30, \ 
the unexpended balance that we still have available. 

This appropriation cannot be used for any other purpose. [i 
earmarked for special investigating committees, either standing con 
mittees or select committees. 

Just to give you a further idea about this, in the fiscal vear 195: 
had $1,275,000 appropriated and we have a balance as of Februai 
of $60,000. Only last week we paid out $17,000 additional for 
Katyn Forest Special Committee, which reduced it to approximat: 
$40.000. 

Going back a few years, in 1948 we had $900,000 appropriated ; $600, 
000 in 1949: $730,000 in 1950; $800,000 in 1951; and I just mentioned 
the figure of $1,275,000 for 1952. 

In our budget estimate for 1954 we have a figure for $1.250,000 and 
with the $800,000 already appropriated and the $600,000 additior 
will bring it up to $1,400,000 for the fiscal year 1953. 

Mr. Bussey. Mr. Chairman, may I ask a question at this point / 

Mr. Horan. Surely. 

Mr. Busrry. Mr. Shanks, you mentioned the Chelf committee 
Would not their money come from an appropriation to the Judiciary 
Committee / 

Mr. Suanxs. It is a part of the Judiciary Committee funds; yes 
This isa subcommittee of the Judiciary Committee. 

Mr. Bussey. Why does that come under the list of special and select 
committees ? 

Mr. SHANKS. Some standing committees are given special invest 
gating authority. This is the only appropriation we can spend this 
nioney from. The only other committee that has its own money ear 
marled is the Committee on Appropriations, for its investigating staff, 

The list of committees before you are committees that were i) 
existence during the 82d Congress. The Appropriations Committee 
is not reflected there. That comes out of a specific appropriation. 

During the 82d Congress they authorized $2,864,500. That is 
money authorized through the Committee on House Administrat.o1 


Mr. Horan. Thank you for clarifying that item, Mr. Shanks. 
STATIONERY (REVOLVING FUND) 


You may proceed with the next item, Mr. Snader. 
Mr. Snaper. Mr. Chairman, the next item is “Stationery (revolving 
fund)”: 


For an additional amount for “Stationery (revolving fund).’ for the 
session of the 83d Congress, $800, to remain available until expended. 


In that connection, by way of explanation, this is brought about by 
the retirement February 3, 1953, of Congressman Stanley, of Virginia. 
A special election is expected to be called April 14. As a matter of 
fact, it has been called April 14. The $800 additional requested is 
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required for the newly elected Member for the Ist session of the 85d 
Congress. This is the usual $800 stationery allowance. We put it in 
here actually in anticipation of an early election and we learned this 
morning that it has been set down for Apr il 14. 

Mr. Horan. Do you have any other funds that you can draw on in 
case of emergency / 

Mr. Swaper. You mean for that purpose / 

Mr. Horan. For any purpose that may come up. 

Mr. Swaper. Normally this fund is earmarked and usually it is 
completely expended ; is not that true, Mr. Shanks # 

Mr. Suanks. This is appropriated on a 100-percent basis for each 
Member, Delegate, and Commissioner. Not only that, but the money is 
placed to a Member’s credit beginning the first day of the session for 
which the money is appropriated. We are now in the 83d Congress. 
It is part of the emolument of the office. It is the Member’s money and 
isnot returned. He may take it out in cash, he may shop it out, or use 
it in any way he wishes. If he resigns from the Congress, it is his 
money. If he dies, it goes to his widow or his estate. This is all 
based upon a decision of the Comptroller General back in 1890. 

We have two other vacancies caused by the deaths of former Mem- 
bers Sabath and Cox. We are not asking for money there, because 
those items of $800 each were already available. They died before 
January 3. If elections are held to fill those vacancies, we have the 
money for their successors. 

Mr. Horan. A retired Congressman retains his franking privilege 
and the right to use his stationery for a certain period of 6 or 8 months, 
doesn’t he ¢ 

Mr. Suanks. His franking privilege extends to the Ist day of De- 
cember following his resignation or the expiration of his term. In 
case of death, the franking privilege expires with his death. If it is 
necessary, the clerk’s frank is used in such cases. 

Mr. Horan. And the reason that a Member gets his stationery allow- 
ance even if he leaves office is that when a Member retires or leaves his 
office for some other reason his privileges are extended and the need 
for the stationery goes along with that. 

Mr. Bussey. In the case of the district that Mr. Sabath represented 
in Chicago, if there is no special election to fill the vacancy, what 
happens ¢ 

Mr. SHanks. The $800 item will revert back to the Treasury of the 
United States. 

We turned back last December $3,000 which was credited to the 
lapsed appropriation, to answer your question, beczuse money was 
available for regular sessions and a successor had not been elected; 
for instance, in the case of Gorsky and Church, of Illinois. Those 
vacancies were not filled by special elections, and that money became 
surplus on our books and was returned to the Treasury of the United 
States. 

Mr. Bussey. I believe we have never had a special election in Illinois 
to fill a vacancy; have we? 

Mr. SuHanks. Not tomy knowledge. When they will fill the vacancy 
caused by the death of Mr. Sabath, I do not know, but if it is not filled 
the $800 will become surplus and will revert back to the Treasury. 
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Mr. Horan. Would it be too much trouble to prepare a table for the 
committee as to what has been turned back, say, for the last calendar 
year ? 

Mr. SuHanxs. On the item of stationery ? 

Mr. Horan. On each appropriation. 

Mr. Suanxs. We do not turn it back at the end of the calendar 
year. We hold it on our books for 2 complete fiscal years, unde: 
the new accounting system, and then turn it back. I can give you 
the amounts that we turned back last June to certified claims whic! 
will take in all of the appropriations. For example, this coming 
June we will turn back all unexpended balances of 1951 funds. We 
will give you the total amount we paid last year to certified claims, and 
the year before covering the unexpended balances. This new system 
went into effect about 2 years ago. 

Mr. Horan. It is our duty on this subcommittee to sort of “ride 
herd” on these items. We would like to know what these balances 
are so we can better understand what we are doing. 

Mr. SHanxs. Do you wish the breakdown by appropriations? 

Mr. Horan. Yes, if it is not too much trouble. 

This question has been suggested, and I think it is a very valid one 
What is the necessity of this language “to remain available until 
expended” ? 

Mr. SHanks. This is a revolving fund. The fund itself is avail- 
able until expended. The $800 would go right into the general sta 
tionery revolving fund from which it would be paid out to a Member 
if he is entitled to it. As I said a few minutes ago, if the Member is 
not entitled to it, it will be drawn out of the revolving fund and repaid 
to the original appropriation and then into the lapsed appropriation 
fund. 

Mr. Horan. And then will we reappropriate it ? 

Mr. Suanxs. No, it will die automatically, if we do not need it. 
The only cases where we would not need it are those, as I mentioned 
a few minutes ago, where no successors are elected to fill the vacancies 
caused by the deaths of Members. In the case of Mr. Stanley, who 
is retired as of February 3, he would have a balance left in the Sta- 
tionery Room. That remains to his credit until he takes it out. 

There might be some regulation put into effect if a resigned Mem- 
ber failed to withdraw his money within a year or two to pay it back 
to the Treasury, because if he did not withdraw it, we would have to 
‘arry it indefinitely under the present system. If he did not take it, 
it could be covered back into the Treasury. Then if he wants the 
money, he could file a claim through the General Accounting Office. 
But that is something that has not occurred yet in my experience. 
In all these stationery items, even in the regular legislative bill, the 
language is carried “to remain available until expended.” 

Mr. Bussey. Is that the same language as in previous appropria- 
tions for this item ? 

Mr. Suanks. Ever since it became a revolving fund, about 7, 8, or 
9 years ago. Before that the money was expended under fiscal-year 
appropriations for all sorts of supplies. But now it is all in one lump 
sum and we do not carry it by fiscal years any longer. That setup was 
made by the Appropriations Committee about 8 or 9 years ago. 

Mr. Horan. Our legislative appropriation items are on a fiscal- 
year basis? 
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Mr. SHanks. On a fiscal-year basis. All Government appropria- 
tions are on a fiscal-year basis. Your salary is paid in 24 equal install- 
ments for each Congress from the 3d day of the month to the 2d day 
of the following month. The clerks are paid on a calendar-month 
basis of 30 days each regardless of the number of days in the month. 


FURNITURE 


Mr. Horan. The next item is for furniture, which I happen to know 
is needed very badly. 

Mr. Snaper. Yes, sir. 

Mr. Horan. In this item you use the language “to remain available 
until June 30, 1954.” 

Mr. Suanks. That was put in there in case the property custodian 
has not had the opportunity to obligate or contract this money by 
June 30. He can go in after July 1 and obligate it. It may be a 
month before this bill will become law and if we obligate it all before 
June 30, that language is not necessary. But we thought we would 
use it in case the clerk and the property custodian ordered this furni- 
ture for the Members and had to place some of the orders after July 1. 

That language was put in for the committee’s consideration. We 
have submitted similar language in the following paragraph. 

Mr. Horan. Why not use the same language in the item for the 
stationery revolving fund 4 

Mr. Suanxs. The revolving fund does remain available until ex- 
pended. ‘The proceeds of all sales in the stationery room where the 
Members buy their stationery, are deposited in the Treasury. That 
has been done for years. It used to be that that money was deposited 
in a local bank. The General Accounting Office recommended that 
we discontinue using the private bank and keep the money in the 
Treasury. That is why the revolving fund was started. 

Mr. Horan. Then the reason is, bri lefly, that in one case you have a 
revolving fund and in the other you have a specific appropriation? 

Mr. Snaper. That is true. 

Mr. Horan. I do happen to know that we need money for furniture. 
Do you have any other explanation for this first furniture item ? 

Mr. Snaper. Mr. Chairman, there are two items here. The first 
item is: 

For an additional amount for furniture, repairs, and packing boxes, 1953, 
$58,750, to remain available until June 30, 1954. 

$14,000 of the $58,750 is for the purchase of new carpets and the 
making of rugs. The carpets in the Old House Office Building— 
those are the only offices that do have carpets—have reached a state 
of very bad repair. I might say in that connection that the property 
custodian has done an outstanding job of arranging with a local car- 
pet company here to cut strips of badly worn carpet out and replace 
them with patches and over the years we have been able to get actually 
1 extra carpet for every 3 that we bought. I think that speaks very 
well for that system. 

The next item is one which I put in our estimate simply to bring 
to your attention a situation that does exist, and if it is the pleasure 
of the committee to approve this, fine. If not, it is a situation which 
I wish to direct to your attention. 
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In the Old House Office Building there have been over the yi 
for use of Members in each office what is called a high-back « 

Up until last year those high-back chairs were not permitted 
taken into the New House Office Building because the furnitur: 
the New House Office Building was deemed to be new and adeqiia 
Howe ver,a few Me mbe T'S clic | ti ake over the So-Cc alled high- bac ‘k e] 
Since that has happened many of the Members in the New He us 
Office Building who have seen them have submitted requests for th 
and I have quite a large backlog of those requests. 

If it is the pleasure of the committee to supply a high-back chai 
for each Member of the New House Office Building the cost wo 
be 829.250. They cost $130 apiece. There would be 225 of ¢] 

Mr. Bussey. What kind of chair do they have now ? 

Mr. Snaper. Thev have what they eall the half-back chair. 

Mr. Kirwan. It is a small swivel chair. 

Mr. Snaper. That is correct. 

Mr. Bussey. What will vou do with those if these new ones are 
hought e 

Mr. Snaper. If you went ahead with the purchase of these new 
Lack chairs, they would be available for use of some of the staff i 
office. Most of them are in good repair. 

To reiterate, I put this figure in to call to your attention a situati: 
that does exist. 

The next item is the second item for furniture and the reason it is 
separated is because the second item has to do with existing mone\ 
that has been appropriated, but we need this change in language 
that we can actually use that money in the purchasé of furniture. 

There is $49.871.86 which was the une xpended balance of the appro 
priation for furniture and repair for the fiscal year 1952. aang have 
asked in the estimates for language making that avail: ible until. 
30,1954. Most of that item of $49.000 will be used to buy the 200 = sks 
for use in the Members’ offices. 

That is, left- and right-hand pedestals, 100 tables, 200 posture 
tvypist’s chairs, 100-chairs of the wood-side type, 24 costumers, 5\) 
open-front metal, gray-finish bookcases for Members’ offices only: 2 
swivel armchairs and 50 high-low, double dropleaf, wood top, metal 
base type stands. I might say to the members of the committee that 
the property custodian has reached the point with the old furniture 
that has been repaired and repaired so many times that it is not 
feasible any longer to try to repair it. 

Mr. Horan. I understand some of the problems that Mr. Page has 
had and I think he has done pretty well with what he has to work 
with. 

Mr. Snaper. Also in this connection I had a lengthy discussion 
with the property custodian about these old oie that have been foi 
years parked in the rotunda and in the hallways down by the property 
custodian’s office. We have reached an understanding that if we do 
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vet sufficient funds for the purchase of desirable furniture, we will 
submit for bids the sale of those old desks and realize at least some 
good from them and also it will give us room for the storage and repan 
of furniture. 

Mr. Horan. Mr. Shanks, will this item revert to the Treasury auto 
matically at the expiration date? 

Mr. Suanks. It is on the books now for the fiscal vear 1952 at (| 
that would revert back June 30, 1954. 

Mr. Horan. Who audits your books ? 

Mr. SHanks. The General Accounting Office. They are audited 
every quarter. We submit complete vouchers and the original copy 
of all the payrolls four times a year and then we have an occasional 
spot audit in the office itself. The G. AQ just comple ted il ee audit 1 
the disbursing office about 2 or 3 weeks ago. Our work is also audited 
on a quarterly basis. We do not handle any cash. 

Mr. Horan. Now, the reason you want this item and this extension 
of authority is so you can get rid of some of the unusable furniture 
which is being used today ? 

Mr. Swaver. Right. 


SALARIES AND EXPENSES OF DETAILED POLICE 


Mr. Horan. Your next item, please. 

Mr. Snaper. The next item is “4 ‘apitol Police Board,” for additional 
mount for salaries and expenses of detailed police, Capitol Police 
Board, fiscal year 1953, 8670. 

Mr. Suanks. Gentlemen, this item represents holiday and leave 
pay for Metropolitan Police detailed to the Capitol. 

The budget for 1954 includes also this $670, which we are asking 
now as a supplemental for 1953. The police department advised 
several times that they thought they could absorb it, then they said 
they were not quite sure whether they could or not. Several days ago 
they said they could not absorb it. I talked to the clerk about it, ma 
he said, “Do you not think it might be better to put it in and have 
it on the books in case June'comes if we are billed for the last quarter 
we may not have e aah money to reimburse the District of Columbia 
and will have to come in and ask for a deficiency at a later date?” We 
thought that it might be advisable to put it in for 1953, which will 
equalize what we are asking for 1954. If we do not use it, it will 
revert to the Treasury. 

Mr. Horan. Will you inform the committee how disbursements are 
made of appropriations which provide funds for both the House and 
the Senate? You mentioned the fact that this is for some detail on 
the Senate side. 

Mr. SuHanks. We had a lot of duplication of disbursements bet ween 
the Senate and the House. Your committee about 10 or 12 years ago. 
at our request, considered the recommendation for dividing up the 
disbursements between the House and the Senate, like the Joint Com 
mittee on Taxation. That is now disbursed by the Clerk of the House. 
The so-called Byrd committee was taken over by the Senate. They 
took over the Joint Committee on Printing. We used to have the 
joint police roll in addition to the House Office Building police and 
the Senate Office police. We divided that roll up, and the Senate took 
its share and we took ours. 
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In this particular case, the Capitol detailed police, the appropri 
tion provides that it shall be disbursed by the Clerk of the Ho ise, 
That is the reason we are asking for the appropriation in its entire! ty, 


EDUCATION OF SENATE AND HOUSE PAGES 


Mr. Horan. You may take up your next item. 

Mr. Snaper. The last item is “Education of Senate and House 
pages,” for an additional amount for education of House, Senate, and 
Supreme Court pages for the fiscal year 1953, $2,570. 

That item is requested for the following reasons: The Distr’ 
public-school system originally submitted a budget estimate of $33,220 
for the fiscal year 1953, and several months later revised this estimate 
to $35,790, and although this revised estimate was inserted in the 
hearings before a legislative subcommittee, the estimate itself was 
not corrected, with the result that the amount originally estimated of 

$53,220 was appropriated, or $2,570 less than the total amount of the 
revised estimate. 

The Superintendent’s office of the District public schools advises 
that this additional amount of $2,570 will be necessary in order to 
assure the complete program for the pages’ school for the entire 1953 
fiscal year. 

(Discussion off the record.) 


IMPROVED METHOD OF HANDLING PAYROLLS 


Mr. Suanxs. Heretofore we have always paid the salaries an 
expenses of all investigating staff employees, including their operat- 
ing expenses, on individual vouchers. Beginning with the 83d Con- 
gress I discussed this matter with Mr. Snader, and he approved, as 
far as salaries are concerned, that we will pay them on the same basis 
as we pay other employees who subscribed to an oath of office. The 
will now be paid by the payroll method the same as other employees. 
This action will eliminate the committee’s making out individual 
vouchers every month. 

Take, for example, the Un-American Activities Committee. I be- 
lieve they have had as many as 30 employees on the investigating staff. 
It will take 30 appointments to be signed by the chairman. From 
there on we place them on a regular payroll basis, just the same as 
the standing committee. We will furnish the committee a photo- 
static copy of their payroll at the end of each month. The chairman, 
after the original appointments are signed, will have to sign only 
the original payroll. The Clerk will come into the picture only once. 
The House Administration Committee will come into the picture as 
they will have to sign each individual appointment before we place 
them on the payroll. It will result in our office having to make only 
one posting. It will cut down the paperwork at least 25 percent. 

I have talked to 3 or 4 committees, and they all seemed highly 
pleased with it. I also talked with some of the boys from the Gen- 
eral Accounting Office, and their answer was, “Why did you not do it 
sooner?” 

Mr. Horan. That should reflect a savings. 
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Mr. SHanrks. One of the clerks from one of the committees was in 
my office only this morning and said, “That is going to save time that 
[can devote to other purposes.’ 

Mr. Snaper. That is one instance of the reorganization that I have 
on at the moment—of trying to standardize and reduce a lot of unneces- 
sary paperwork and still arrive at the desired result, and maybe a 
better result than there has been heretofore. 

Mr. Horan. If there are no further questions, we want to thank you 
gentlemen for coming here to discuss these matters with us. 


SUBCOMMITTEE ON ARMED SERVICES APPROPRIATIONS 
RICHARD B. WIGGLESWORTH, Massachusetts, Chairman 


ERRETT P. SCRIVNER, Kansas GEORGE H. MAHON, Texas 
GERALD R. FORD, Jr., Michigan HARRY R. SHEPPARD, California 
EDWARD T. MILLER, Maryland ROBERT L. F. SIKES, Florida 
HAROLD C. OSTERTAG, New York 

ROMAN L. HRUSKA, Nebraska 


Turspay, Fresruary 3, 1953. 


DEPARTMENT OF DEFENSE 
Minrrary Functions 


Mr. WiceieswortH. Gentlemen, we have before us at this time 
several requests from the Department of Defense; some of them for 
supplemental appropriations, and some of them for changes in lan- 
guage, which are contained in House Document No. 62. 

The document will be inserted in the record at this point. 

(The document is as follows :) 


DEPARTMENT OF DEFENSE 
MILITARY FUNCTIONS 
OFFICE OF THE SECRETARY OF DEFENSE 
Claims 


For an additional amount for “Claims”, $1,000,000. 

This proposed supplemental appropriation is necessary to meet gradually in- 
creasing requirements for the liquidation of claims resulting from the expanded 
military program. 

Retired Pay 


For an additional amount for “Retired pay’, $25,000,000; and the 
proviso under this head in the Department of Defense Appropriation 
Act, 1958, is hereby repealed. 

This additional amount is required for increased costs of pay and allowances 
as authorized by the act of May 19, 1952 (Public Law 346), and for payments 
to a greater number of retired military personnel than provided for by cur- 
rently available funds. 

On August 8, 1952, the Director of the Bureau of the Budget apportioned the 
foregoing appropriation on a basis which would indicate the necessity for a 
supplemental estimate. As a result of a reexamination of this program on 
September 30, 1952, the apportionment was revised. He reported these actions 
to the President of the Senate and the Speaker of the House of Representatives 
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in his letters of August 8 and September 30, 1952, in accordance with thy 
visions of paragraph 2 of subsection (e) of section 3679 of the Revised St 

as amended. On January 3, 1953, under the authority of section 626 

Department of Defense Appropriation Act, 1953, the President exempte: 
appropriation from apportionment. 

The proviso recommended for repeal discourages the retirement of « 
officers when it might be in the best interests of all concerned to encourag: 
of these retirements. In his message transmitting the 1954 budget 
Congress, the President pointed out that this was a provision under whi 
Department of Defense had been unable to administer the military pers 
program in the best interests of the Government and the men. 


DEPARTMENT OF THE ARMY 
Military Personnel, Army 


For an additional amount for “Military personnel, Army”, S776,300,004 


This proposed supplemental appropriation is principally to provide ft 
tional requirements resulting from the enactment of laws authorizing must 
out payments (act of July 16, 1952 (Public Law 550)), combat-dluty pa 
of July 10, 1952 (Public Law 488) ), and increased military pay and allowa 
Supplemental amounts also are included for an increase in the averags 
if commissioned officers on active duty and for additional travel of ind 
on permanent changes of station incident to training and operations in the | 
States. 

On August 8, 1952, the Director of the Bureau of the Budget apport 
foregoing appropriation on a basis which would indicate the necessity 
plemental estimate. He reported this action to the President of ¢1 
and the Speaker of the House of Representatives in his letters of A 
1952, in accordance with the provisions of paragraph 2 of subsecti: 
section 3679 of the Revised Statutes, as amended. On January 3, 1{: 
the authority of section 626 of the Department of Defense Appropriat 
1953, the President exempted this appropriation from apportionment 


Civilian Relief in Korea 


For an additional amount for “Civilian relief in Korea’, $11,700,000. 


This additional amount will provide for continuation of the program lx 
administered by the Department of the Army for prevention of diseas 
unrest in Korea. The amount previously provided in the Urgent Deficiency A 
priation Act, 1952, was intended to carry the program through December 31, 1 


DEPARTMENT OF THE NAVY 
Military Personnel, Navy 


For an additional amount for “Military personnel, Navy,” 
$140,000,000. 


Military Personnel, Marine Corps 


For an additional amount for “Military personnel, Marine Corps,” 
$63,000,000. 


These proposed supplemental appropriations are required to meet the costs 
of mustering-out payments, combat-duty pay, and, in the case of “Military per 
sonnel, Navy”, of increased military pay and allowances. 

On August 8, 1952, the Director of the Bureau of the Budget apportioned the 
foregoing appropriations on a basis which would indicate the necessity for supple 
mental estimates. He reported this action to the President of the Senate and 
the Speaker of the House of Representatives in his letters of August 8, 1952, i! 
accordance with the provisions of paragraph 2 of subsection (e) of section 3679 
of the Revised Statutes, as amended. On January 3, 1953, under the authority 
of section 626 of the Department of Defense Appropriation Act, 1953, the Pres 
dent exempted these appropriations from apportionment. 
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Marine Corps Troops and Facilities 


The unexpended balance of the appropriation “Marine Corps troops 
and facilities, 1951” shall remain available during the fiscal year 1954 
for liquidation of obligations incurred thereunder for procurement of 


ordnance, ammunition, and other military equipment. 
Ships and Facilities 


The unerpended balance of the appropriation “Ships and facilities, 
1951” shall remain available during the fiscal year 1954 for liquidation 
of obligations incurred thereunder for procurement of 
equipment, 


electronics 


Ordnance and Facilities 


The unexrpended balance of the appropriation “Ordnance and facili- 
ties, 1951" shall remain available during the fiscal year 1954 for liquida- 
tion of obligations incurred thereunder for (1) production and procure- 
ment of Navy ordnance and ammunition and (2) procurement of 
plant equipment, appliances, and machine tools. 


The foregoing proposed provisions extending the availability for expenditure 
of certain balances in three appropriations of the Department of the Navy are 
necessary because of delays in the deliveries of specified types of equipment and 
supplies. 

DEPARTMENT OF THE AIR FORCE 


Aircraft and Related Procurement 


Of the appropriation granted under this head in the Department 
of Defeuse tppropriation Act, 1953, $1,685,044,000 shall be used to 
complete the liquidation of all obligations incurred pursuant to authority 
previously granted under this head to enter into contracts. 
this proposed provision will insure that funds appropriated for the fiscal year 


93 for liquidation of contract authorizations will be used for this purpose. 


Military Personnel Requirements 


For an additional amount for “Military personnel requirements” 
S1S3.000.000, 

This proposed supplemental appropriation is required for 
payments and increased military pay and allowances. 

On August 8, 1952, the Director of the Bureau of the Budget apportioned the 
foregoing appropriation on a basis which would indicate the necessity for a 
supplemental estimate. He reported this action to the President of the Senate 
nd the Speaker of the House of Representatives in his letters of August 8, 1952, 
i accordance with the provisions of paragraph 2 of subsection (e) of section 3679 
of the Revised Statutes, as amended. On January 3, 1953, under the authority 
of section 626 of the Department ef Defense Appropriations Act, 1953, 
President exempted this appropriation from apportionment. 


mustering-out 


the 


GENERAL PROVISIONS 


Section 634 of the Department of Defense Appropriation Act, 19 
is here by repe dled, 


ee 
as 


Repeal is recommended of this section, which limits the proportion of commis- 
sioned officers in each rank in the Armed Forces. 
the budget to the Congress for the fiscal year 1954, the President stated that this 
provision hampers the administration of the military personnel program, in this 
case by unduly restricting the flexibility of the services in 
commensurate with responsibility. 


In his message transmitting 


ro 


assigning rank 
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OFFICE OF THE SECRETARY OF DEFENSE 
CLAIMS 


WITNESSES 


LYLE S. GARLOCK, DEPUTY COMPTROLLER (BUDGET), OFFICE or 
THE SECRETARY OF DEFENSE 


J. R. LOFTIS, ASSISTANT FOR ADMINISTRATION, OFFICE OF THE 
SECRETARY OF DEFENSE 


J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 


MAJ. C. C. TAYLOR, OFFICE OF JUDGE ADVOCATE GENERAL STAFF, 
ARMY 


COMMANDER R. LIBBY, DIRECTOR, APPLIED LAW DIVISION, JUDGE 
ADVOCATE GENERAL, NAVY 


MAJ. C. A. FAIRBAIRN, OFFICE OF FISCAL DIRECTOR, MARINE 
CORPS 


COL. F. WADE, CHIEF, CLAIMS DIVISION, JUDGE ADVOCATE GEn- 
ERAL, AIR FORCE 


Mr. Wicctesworrn. I think we will take up first the requests fo 
supplemental appropriations. The first request is for an additional 
$1,000,000 for the purpose of paying certain claims. 

The table appearing on page 5 of the justifications will be inserted 
in the record at this point. 

(The table is as follows :) 


| Estimated 
anak | require- | Revised Presently 
—— ments for | estimates | available, 
Dec. 31, | balance of | for fiscal | fiscal year 
1952 ’ | fiscal year | year 1953 1953 
3 1953 | 


Actual 


Personnel claims - - ---- ete $1, 403, 405 | $1, 831, 595 | $3,235,000 | $2, 535, 000 
Tort claims__-- : aed 218 751, 782 | 2,115,000 1, 835, 000 
Admiralty claims. .-- : pednbudeed 97, 501 432, 499 | 530, 000 530, 000 
Miscellaneous claims - -.----- : 4, 891 115, 109 120, 000 100, 000 


2, 869,015 | 3,130,985 | 6,000,000 | 5,000,000 | 1, 000, 00 


Is Mr. Loftis going to make a general statement on this item’ 
Mr. Gartock. Yes, sir. 
GENERAL STATEMENT 

Mr. Lorris. Mr. Chairman and members of the committee, the ap 
propriation “Claims, Department of Defense” provides funds for the 
yayment of all noncontractual claims against the Department of 
i as authorized by law. It includes claims under the genera! 
categories of military and civilian personnel claims, marine casualty 
claims, tort claims, claims arising from the correction of military and 
naval records, patent infringement claims, and similar type cases. The 
estimates consolidate the requirements for payments of such claims 
against the Office of the Secretary of Defense and the Departments 
of the Army, Navy, and Air Force. 

For the fiscal year 1953, the Congress provided $5 million for these 


purposes—the same amount as was appropriated for the fiscal year 
1952. 
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The nature of the purposes for which these funds are provided 
makes it difficult to predict with any degree of accuracy and very far 
‘n advance the amounts which will actually be required. There are, 
however, certain general indicators which, from past experience, can 
be used as broad guidelines to arrive at an approximation of these 
amounts. For example, we know that increasing the size of the Armed 
Forces, the increasing number of troop movements, maneuvers, and 
training activities unfortunately result in an increase in the number 
of pm, Bay involving injury or damage to persons and private prop- 
erty. The increasing number of claims received this year is a reflec- 
tion of the increasing size and scope of military activities since Korea. 

In the first 6 months of this fiseal year ending December 31, $2.8 
million have been obligated under this appropriation for claims of 
all types, including some rather substantial compromise settlements 
made by the Attorney General. It is believed that the rate of expendi- 
ture attained this past 6 months will probably increase. I might men- 
tion some of the factors which have led us to this conclusion. 

Last year the Congress amended the Military Personnel Claims 
Act of 1945 (Public Law 439, approved July 3, 1952), to permit the 
settlement of claims arising in the past 14 years which had not pre- 
viously been settled due to a failure to file within the time specified 
in the original law and to broaden the scope of the act by authorizing 
payment ‘of such claims to certain designated surviving relatives of 
deceased personnel. While the full effect of this law has not yet been 
felt, the Army has approximately 1,100 cases pending under the pro- 
visions of this Sos nt and is receiving additional applications at 


the rate of approximately 650 a month. The Navy has approximately 


200 such cases pending and is receiving about 100 new cases a month. 
The amendment will have little effect so far as the Air Force is con- 
cerned since the Army is handling all such claims against the Army 
Air Corps prior to 1947. 

In addition to the personnel claims, there are a number of patent- 
infringement cases, which are expected to be settled this year, as well 
as some suits against the Air Force which are pending compromise 
settlement by the Attorney General. During the past 6 months, the 
Attorney General has been compromising these settlements at a faster 
rate than at any time in our previous experience. While some of them 
are for substantial sums, amounting to as much as $100,000, they are 
considerably less than the amounts which otherwise we would be re- 
quired to pay if the case were permitted to go to a judgment. For 
example, it is expected that suits against the Air Force amounting to 
over $360,000 may be compromised by the Attorney General for ap- 
proximately $100,000. 

In view of these factors, it now oppenrs that claims settled this 
fiscal year will aggregate approximately $6 million, or $1 million more 
than the amount : provided i in the appr opriation. 

Representatives of the milifary departments are available here to 
(iseuss their requirements in more detail if you so desire. 

Mr. WiceteswortH. You had available for this purpose a total of 
$9,000,000 at the beginning of the fiscal year? 

Mr. Loris. Yes, sir. 

Mr. WiecieswortH. You state that as of December 31, or 6 months 
later, you had obligated $2,800,000 ¢ 

Mr. Lorris. That is correc t, sir. 
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Mr. Wiceitesworrn. How much was actually spent in that per 

Mr. Lorrts. $2,780,888. 

Mr. WiceteswortH. What is the basis of this obligation figure , 
have givenus’ Do you accept the full amount of the claim ¢ , 

Mr. Lorris. The basis of the obligation is the amount that is adn 
istratively determined to be payable after we have examined the clair, 
There are some claims, of course, over which we have no final contro] 
The Attorney General determines the amount which may be com 
promised by negotiation with a claimant. 

There are some claims, I believe, that have to go to the Comptroller 
General. Is that right, Major Taylor? 

Major Taytor. Repayments of erroneous collections are audited by 

the Loe as r General and he is presently considering the extent 
of his responsibility to audit claims arising from the correction of 
military records. 

Mr. WieeGLeswortu. And these are all claims filed since the begi: 

ing of the fiscal year? 

Mr. LoFTIs. No. S] 

Mr. Wieeieswortu. How far back do they go? 

Major Taytor. Some of those claims go back to 1940 in the Phili) 
pine Islands under the provisions of Public Law 439, passed last vea1 
Accordingly, we are just now getting many of them. Those men wi 
into prison, for example, Japanese prisoners of war, and they are now 
able to file the claims. Your average foreign claims—those that occw 
overseas—usually are not settled in the same fiscal vear in which they 
arise, due to the difficulty of investigation, translation, and othe: 
factors of that kind. 

However, the majority of these claims have arisen within the last 

alendar year rather than in the last fiscal vear. 

Mr. WiectesworrH. What is the time limit on this type of claim / 

Major Taytor. All persons otherwise entitled may file claims whi 
arose during the period September 1939, the beginning of the emer 
gency, until July 3 of this year, and then we go back to the old | 
of 1 year from the date of occurrence. 

Mr. Wicetesworrn. I notice on page 5 of the justifications a tabl 
which purports to break down the actual ete and the est 
mated requirements for the balance of the fiscal yea 

I notice for admiralty claims, where there were actual et 
for only something like $97,000 in the first 6 months, you expe: 
require well over $400,000 in the last 6 months, an increase of « 
300 percent. What is the explanation of that ? 

Major Taynor. Sir, under statutes recently adopted in October 
1951. the Army and the Air Force were given the same authority 
generally speaking, that the Navy already had to compromise ad 
miralty cases up to $500,000. 

Now, there are a number of admiralty claims that were pending at 
the beginning of this fiscal year. The 2-vear statute of limitations, 
however, was rapidly approaching and they filed suit; thus, you see. 
when it goes to judgment it will not come out of the money reanired 
for admiralty claims, if the suit is against the Army or Air Force. 
instead it comes out of the money asked here for tort claims because 
compromise settlements are listed under tort settlements. In othe: 
words, this $97.501 represents that which was administratively paid 
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out by the various services for admiralty claims. Some of the money 
paid out for compromise settlements represents compromises on the 
admiralty cases for the Army and the Air Force. For the Navy ad- 
miralty cases are settled either administratively by compromise or 
certified to the Treasury. 

Mr. WicGLeswortu. That is the basis of your estimate of $452,499, 
which is about four times the actual dollar obligations in the first 6 
months of the fiscal year. 

Major Taytor. We have cases pending in the Navy, sir. I believe 
that there are nine pending admiralty cases in the Navy which they 
bold may be settled under the authority of that act. The Army 
has 28 cases pending. ‘The Army did not have the benefit of this 
act until the second quarter of this fiscal year, which is one of the rea- 
sons Why the figure is as low as it is. 

Mr. Wicetesworru. Have any of the claims been definitely de- 
termined to be due to be payable? 

Major Taytor. The Army has 10 that have been paid this year, in 
the amount of $19,000, 

Mr. WicGteswortH. I am talking about the claims included in the 
$442,499 for the second 6 months of this fiscal year. Have any of the 
claims included in that total been determined definitely to be payable ¢ 

Major Taytor. Yes. The Navy estimates those would be paid if the 
negotiants would accept, sir. 

Mr. WiceLeswortn. In other words, you have not reached any set- 
tlement with respect to any one of them / 

Major Tayior. That is correct. 

Mr. WicGteswortu. Is the same thing true with respect to the next 
item, “Miscellaneous claims,” where compared to something under 
$5,000 in the first 6 months you want $115,000 for the last 6 months? 

Major Tayxor. Yes; that figure is largely for patent-infringement 
claims. 

Mr. WieciteswortH. That is also a guess. The claims have not been 
determined as yet ¢ 

Major 'Tayvor. The services have determined what they are worth, 
sir, and are prepared to make that offer, which in turn, if accepted, 
would bring up the figures to those of the estimate. 

Mr. WicGLeswortH. No agreement has been reached ? 

Major Taytor. No agreement. 

Mr. Lorris. May I go off the record with a statement of specific 
cases on admirality claims. 

(Discussion off the record.) 

Mr. Scrivner. There is a statement on page 2 of your general state- 
ment that intrigues me. It is as follows: 


During the past 6 months, the Attorney General has been compromising the 
settlements at a faster rate than at any time in our previous experience. 


What do you suppose brought about that accelerated action by 
the Attorney General ? 

Major TAyror. I think that is due largely to the fact that the 
Federal Tort Claims Act has been in existence since 1946, but was 
not actively pursued by the Army, or the other services, until the early 
part of 1947. Most of these compromises brought about by personal 
injury suits are carried to the various district courts throughout the 
country and the dockets in certain places are crowded, and I think in 
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many cases they have just been unable to get their cases tried ind 
finally have compromised the cases to clear their dockets, sir. 

Mr. Forp. What would be the situation if Public Law 439 of the 
82d Congress had not been enacted 4 

Major Taytor. Well, we would still have, sir, the Military Person- 
nel Claims Act for the Navy, the Army, and the Air Force, whic! 
would take care of current losses—transportation losses, fire in Goy- 
ernment quarters overseas, and the various other types that we p: LY, 
and have done so since its enactment in 1945. 

3ut Public Law 489 has opened up an avenue to the widows and 
children or the surviving closest relatives of a number of persons 
deceased, particularly in World War II, and continuing into the 
conflict in Korea, where they were previously barred by law, and 
now they can come in and file a claim for the personal belongings of 
the deceased. 

It also provides a limitation of $2,500 as the amount that we 
pay on any one claim. 

Mr. Forp. What had been the previous amount ? 

Major Taytor. There was no limitation prior to Public Law 439, 
sir, as to amount, but there was a time limitation of filing the c Jain 
within 1 year, which Public Law 439 excused for the past 14 years, 
but beginning again on the 3d of July of this year it goes back to » 
1-year statute of limitations. 

Mr. Forp. And this flood of claims, as indicated in the justifications 
results from the enactment of that legislation ? 

Major Taytor. Yes; it does, sir. 

Mr. Forp. Do you have any idea how much that legislation will 
eventually cost ? 

Major Taywor. I believe, sir, that fiscal year 1954 will see the end 
of the effect, because, you see, the year will run almost simultaneously 
with it, and we estimate there are brought within a payable status 
some 25.000 to 30,000 claims that would not otherwise be payable. 

Mr. Forp. What is the average amount paid? 

Major Taytor. It is somewhat difficult to determine, sir, but it has 
been running around $175 to $200 apiece on that type of claim for the 
Army. 

Mr. Forp. Did the Department of Defense recommend the enact- 
ment of this legislation ? 

Mejor Taytor. Yes. The reason was this: Many men that were 
POW’s (prisoners of war) could not file a claim within a vear, ‘and 
the law, as enacted, stated losses concurrent with death were not com- 
pensable; but now, under this statute, if that man is killed, his widow 
or his children, or other close relatives—but not his estate—can be 
reimbursed. 

Mr. Forp. Does the Department of Defense, or any component part 
of it, have any veto power over the compromises determined by the 
Attorney General’s office ? 

Major Tartor. No, sir; they do not. They consult, of course, with 
the Attorney General, but the Attorney General has the final and 
exclusive power to do that. 

Mr. Forv. Has the Department of Defense been consulted as to the 
compromises that were made in any of these accelerated cases? 


can 





ed 
of the 


Person- 
sa 8 
Which 
n (Gov- 
ve pay, 


WS and 
ersons 
ito the 
Ww, and 
Ings of 


ations, 


nm will 


he end 
eously 
status 
le. 


it has 
for the 


enact- 


t were 
ir. ‘and 
it com- 
widow 
can be 


1t part 
by the 


», with 
al and 


to the 


449 


Major Taytor. The Army has been consulted, and the Army has 
been uniformly satisfied, I might say, with the offers. Our settlements 
have not been as high as the Navy’s, theirs being largely collision and 
admiralty cases. 

Mr. Forp. In the proposed fiscal-year budget for 1954, what is the 
amount requested for this category ¢ 4 

Mr. Lorris. Six million dollars has been estimated for 1954. 

Mr. Forp. Which is identical with the revised figure here ? 

Mr. Loris. Yes. 

Mr. Forp. You can answer this either on or off the record, but I 
think that it might be interesting to know. Does the availability of 
funds help or hinder the settlement of claims ? 

Mr. Lorris. The availability of funds helps tremendously in cer- 
tain types of claims, particularly those where we are negotiating 
with the claimant for a compromise settlement. If we do not have 
the money, we may not be able to effect a compromise settlement, 
which has proven more economical to the Government. The claimant 
may proceed in court with his case to a judgment, which, by experience, 
we have found to be much more costly. 

Mr. Foro. In what kind of cases would you say it is helpful to have 
funds available / 

Mr. Loris. All kinds of cases. Even those where the claim is 
seer aS determined by the Department of Defense, where 

e have the authority to determine the final amount of the settlement, 
most of those claims are fer people who are distressed. They have 
suffered in an accident, or have been injured, or suffered loss of prop- 
erty, and for compassionate reasons alone it would be unsatisfactory 
if we did not have the money to pay those claims. 

Mr. Mutter. I understand that, in the previous budget, and also 
in the original appropriations for the present fiscal year, the amount 
was $5 million. 

Mr. Lortis. Yes, sir. 

Mr. Mitier. And you are now seeking to bring it up to a $6-million 
level, and you think that is necessary 

Mr. Lorris. Based on our total obligation through December 31— 
$2.9 million—and on the evidence presently available with respect to 
the number of claims which are in line for a it is estimated 
we will require a total of $6 million for this fiscal ye 

Mr. Mruter. When this act that permitted anes to come in from 
1939 is cleared up, and if there has not been any other appreciable 
change in the situation, would you anticipate that you could drop 
back to the $5 million level? Is this a sort of seasonal rise, in your 
opinion ? 

Mr. Lorris. Not entirely, sir. The number of claims increases in 
proportion to the size of the Military Establishment and the number 
of activities that we are engaged in, with due regard to the time factor 
involved in the processing of claims. As we “get more people into 
the Armed Forces we have more seamen who lose their sea bags in 
accidents at sea, and we have more airplaine crashes. When we have 
an increased number of maneuvers and training activities, there are 
bound to be more accidents. 

I would say that the best general indication of the amount required 
for claims is as the Military Establishment expands or contracts, after 
a reasonable period the claims appropriation would follow suit. 
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Mr. Minter. Was there a carry-over from the previous fiscal year? 
In other words, what happens if the $5,000,000 is not expended during 


a given time and the settlements do not gothrough? Do you hold that 
fund ? 


Mr. Lorrus. No, sir. 
Treasury. 

Mr. Minter. So it is on a closed basis each fiscal year ? 

Mr. Lortts. Yes, sir. 

Mr. Miter. In other words, if this $6,000,000 is not spent, or if the 
$6,000,000 is given to this fiscal year and only $5,000,000 is spent, 
the other $1,000,000 will go back into the Treausry ? 

Mr. Lortis. That is right, sir. 

Mr. Osterrac. I have just one or two points that I would like to 
have cleared up. 

It is not clear to me what patent infringement cases might involve. 
Is that where the military has infringed upon the patent rights of 
somebody ? 

Mr. Lorris. Major Taylor can speak on that more authoritativel) 
than I can. | 


Major Taytor. At the present time there are pending, and we think 
we will settle in the remainder of this fiscal year, some five patent in 
fringement claims for Signal Corps procured items. Now we feel 
that it is not actually a claim; it is a procurement cost more than a 
claim in that it is a deliberate infringement where one manufacturer 
holds a patent and cannot supply all of the carbines, for instance, that 
we might need, and we will deliberately contract with someone else, 
knowing full well that we will have to pay the royalty on that. 

Mr. Osrerrac. Then there is no way of getting away from that’ 

Major Taytor. We would have to pay him the royalty if he made it 
himself. It is not an increased amount of money that is paid at all. 

Mr. Osrerrac. There is another point about which I am not too 
clear. In your statement you point out that approximately 1,011 
cases or claims are pending. On the other hand, you are receiving 
additional applications at the rate of approximately 650 a month. 
You also say that the Navy has approximately 200 such cases pending 
and is receiving about 100 new cases a month. 

On the basis of your figures would it not indicate that there is going 
to be an increase during the next fiscal year rather than approximate|\ 
the same number of claims? 

Major Taytor. All things considered, yes, but the people will onl) 
have to the 3d of July of this year to file their claims. We figure that 
we will get a great bulge of claims under Public Law 439 in the month 
of June and the 2 days of July, because that is the deadline. 

Mr. Osrertac. I am referring not to your deficiency but rather to 
the estimate for the next fiscal year. 

Major Taytor. Yes. I think more money will be required for Pub 
lic Law 439 in the fiscal year 1954 than in the fiscal year 1953, although 
money for other types of claims might be less. 

Mr. Hruska. On page 2 of your statement, and referring to the 
point raised by Mr. Scrivner, there is reference made to the claims 
that have been settled by the Attorney General at a faster rate in the 
past 6 months than previously. The statement then follows: 

While some of them are for substantial sums, amounting to as much as 


$100,000, they are considerably less than the amounts which otherwise we would 
be required to pay if the case were permitted to go to judgment. 


The unobligated balances revert to the 
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Is that estimate of the amount the judgment of the Attorney Gen- 
eral, or your own estimate / 

Major Taytor. With respect to the compromises, they are talked 
over, you might say, between the representatives of the Attorney Gen- 
eral’s Office and our own. as to what we think our liability is, and as 
to quantum. However, the final responsibility is, as previously stated 
in the answer to Mr. Scrivner’s question, with the Attorney General. 

Mr. Hruska. Is it in the main a joint judgment on the part of the 
Attorney General and yourselves as to the probable amount of the 
iudgment ? ¢ 

Major Taynor. Yes. 

Mr. Manon. Does the amount of money available to you have any 
material effect upon the settlement of these claims ? 

Mr. Lorris. Yes. As I mentioned a moment ago, certain types of 
settlement we are precluded from making if we do not have the money 
available to pay. 

Mr. Manon. I know, but what I mean is, if you have a great abun- 
dance of funds, or a very meager sum, is your bargaining | power any 
different, and does it save money for us to restrict these claims appro- 
priations to the very lowest possible amount ? 

Major TayLor. I do not believe that the lack of money would be- 
come apparent, shall we say, until the final quarter of the fiscal year 
1953. In those cases where I might sit as a foreign claims commis- 
sioner Overseas, say in the Philippine Islands, it would probably re- 
strict greatly my ability to get those persons who normally pared their 
claims quite a bit to accept a reasonable figure. If I did not have the 
money anyway, of course they would pursue diplomatic remedies and 
every other means of that kind. In other words, there is a real danger, 
particularly in your foreign claims negotiations, in the nonavail: ibility 
of money which was pointed out by Mr. Loftis and in bargaining with 
the attorneys for claimants in the Federal courts. 

Mr. Manon. Perhaps my question is not very important, but my 
point is this: If you send a man out with a big bag of money to settle 
a few claims he might have a disposition to feel—well, I have so much 
money here I will pay what they want and get it over with—whereas, 
if he had only a small amount, he would try to drive hard bargains 
and conserve his funds. Is there any merit in that sort of thing? 

Major Taytor. I think not. Our instructions to those authorities 
in the field who have the administrative power to determine this is to 
determine it in strict accordance with the rules and Army regulations 
that are set forth to guide them in that, and further, to pay just exactly 
as they would if they were attorneys for the private client; in other 
words, they are instructed to pay the meritorious amount of the claim. 
I see your point, sir, and I feel this way—that they are so supervised 
that that would not necessarily shave awards in every case. For 
example, Public Law 439 is definitely an act of grace; the legal liabil- 
ity is accepted by the Congress itself, and we would not want to drive 
bargains along those lines. 

Now, with your Federal Tort Claims Act, we are bound by the laws 
of the various States and must use their laws in arriving at the 
quantum. 

Mr. Manon. Yes. Refresh our minds as to what the experience has 
been in the past insofar as requesting supplementary or deficiency 
funds to pay claims is concerned. 
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Mr. Lortis. During the time that we have had a single appropria 
tion for claims we have not requested a supplemental appropriatio; 
We have been carrying from $4,000,000 to $5,000,000 per annum 
That is what the claims appropriation has been running. 

Mr. Manon. Why is it true this year? Is it that we shaved you too 
thin, in your opinion ? 

Mr. Lorris. No, sir. It was the same amount that you gave us the 
previous year, but I believe this year we are just feeling the effects 
of the build-up of the Armed Forces since June 1950, ‘and the in- 
creased number of claims that have resulted from expanded military 
activities are now materializing. 

Mr. Manon. Thank you. 

Mr. Gartock. There is another thing. A question was raised about 
next year’s money. We would rather hold this to something that 
fairly close. They are legitimate bills that have to be paid, and we 
can come back to the committee at this time next year, so we would 
‘ather hold it down and keep our excess to a minimum. 

Mr. Manon. That is good. Thank you. 

Mr. Suepprarp. You are asking for a total of $1,200,000, as T inte: 
pret your statement. Is that correct? 

Mr. Lorrts. $1,000,1000 additional funds for this purpose. 

Mr. Suepparp. Covering all departments? 

Mr. Lortis. Yes. 

Mr. Sueprarp. While your statement and the justifications indi 
cate the monetary aspect of the problem, I would like to take a Jook 
at the workload aspect ahead. How many claims do you have pending 
as of the latest date that you can give me a figure for? When I s 

“pending,” I mean claims that are not paid, not finally adjudic ated, 
that are in some status of suspense. 

Major Tayrtor. The Army has pending 5,093. I am sorry that I 
do not have available the Navy figures at the present time. The Ai: 
Force has 893 pending. That is as of the first day of this year. 

Mr. Suerrarp. Can you supply the figure for the Navy? 

Major Taytor. Yes. 

(The following was subsequently supplied :) 


Claims pending on January 1, 1953, in the Department of the Navy were 3,071 

Mr. Sueprarp. Out of the total figure for the Army, the Navy, and 
the Air Force, how many of those cases have been finalized as to the 
status of payment? 

Major Tayrtor. None, sir. 

Mr. Sueprarp. None at all. 

Major Taytor. No, sir. 

Mr. Suerrarp. In other words, your total workload involved in this 
request, so far as existing claims are concerned, is incorporated in the 
figure of 5,093 for Army, 893 for Air Force, and an unspecified num- 
ber for the Navy 

Major Taytor. Plus the claims that will come in, sir; between now 
and the first of the year. 

Mr. SHerrarp. I am not directing my question to that. I am ask- 
ing you as to what your workload is presently. 

Major Taytor. You are right. 

Mr. Suepparp. And by getting that I can see what your anticipa- 
tion is, percentage-wise. 
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Major Tayior. That is correct, as of January 1. 

Mr. Suerparp. When claims are presented by a claimant, be a claim- 
ant a contractor or in some other capacity, there is a certain procedure 
that is followed in the Department where the claim is involved. For 
example, the Army engineers—their legal division operates on that 
claim until they have reached some determination, either favorable 
or unfavorable to the claimant, and then if it is still left in an unset- 
tled category it goes on up to the top echelon, I assume, in your de- 
partment, eventually for adjudication. Then it is passed over to the 
Attorney General. Is that correct, as a matter of procedure? 

Major Taytor. This would not apply to contractural claims at all, 
but tort claims; and that is correct. With regard to the engineers, 
they have civil functions. 

With regard to the others, the typical way a claim would be chan- 
nelized to completion i is this: In an automobile accident, s say in Prince 
Georges County in Maryland, the claimant would file his claim—and 
we will say it is just for property damage to his car—with the nearest 
post, camp or station’s claims officer. He would make a complete in- 
vestigation, including such things as insurance and other items that 
would be of interest. ‘Then that is sent to the Second Army, and from 
the Second Army to our office directly. The engineers procedure 
varies somewhat because they have the civil functions, which are sep- 
arate and apart from the military functions. 

Mr. SuHepparp. When they have made their decision in the field 
activities that you have referred to, it does not become a finalized 
operation until it is cleared where? 

Major Taytor. At the branch office of the Judge Advocate Gen- 
eral’s Office in Baltimore. 

Mr. Suerparp. If it clears his office it then becomes a charge against 
the Government: is that right ? 

Major Tayntor. Yes. Under the Federal Tort Claims Act, if it is 
less than $1,000, we issue a voucher which is paid by the finance 
officer at Baltimore by check to the claimant. 

Mr. Suepparp. No further questions. 

Mr. Sixes. I notice that you have asked for just enough money to 
bring your total appropriations for the year up to the figure of the 
badges request for the fiscal year 1952, of $6 million. That was cut 
by the Congress to $5 million. Now you are back asking for the other 
$1 million. 

How much of the $1 million is actually money that we could call 
obligated, if you can refer to claim funds as being obligated funds? 

Mr. Lorris. As of December 31, Mr. Sikes, we had obligated $2,869,- 
015 of the $6 million estimated to be required this year. 

Mr. Stxes. Why is it necessary to come to us now when the fiscal 
year is only half gone to ask for that final $1 million which the Con- 
gress did not give you when it appropriated the regular fiscal year 
1953 funds? 

Mr. Gartock. When the Budget Bureau decided to send up a sup- 
plemental bill, they wanted to send only one. They wanted everything 
in there we might need before the end of the year. It appeared to 
us we would need additional funds before the end of the year; there- 
fore, it was incorporated at this time. 
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Mr. Srxes. This, then, is more insurance than actual requirement 
You think that you are going to need it, but you do not know that you 
are going to need it; is that about the size of it? 

Mr. Gartock. The evidence we have here is that we will run wel] 
over the $5 million mark. 

Mr. Srxes. Well over the $5 oo mark—does that mean that you 
will run $6 million, or just well over $5 million ? 

Mr. Lortts. May I say that when we asked the Army, the Navy, and 
the Air Force to reevaluate their estimate for claims this fiscal year 
the total was $7 million. We do not believe that we are any better 
guessers than the individual services. but we believe there may by 
a human error in adding up all the individual requirements. We took 
a good look at it and we felt of that total we would probably spend 
about. $6 million this year. We believe that the information we are 
coming here with now, after having 6 months’ experience, is better 
and firmer information than we had last year when we were talking 
about $6 million. 

Mr. Srkes. What you are telling me is that you believe this to be a 
realistic figure ? 

Mr. Lortts. Yes, sir. 

Mr. Srxes. Do you think it will be enough? 

Mr. Lortts. I believe it will be enough. 

Mr. Sixes. Do you take into consideration no- vear funds carried 
over from fiscal years 1951 and 1952? 

Mr. Lortis. No, sir. We have an annual appropriation—— 

Mr. Srxes. This is an annual appropriation ? 

Mr. Lortis. Yes, sir. 

Mr. Srxes. There are no carryover funds from previous appropri- 
ations? 

Mr. Lorrts. There are none, sir. 

Mr. Srxes. So if we do not give you this money now, it may be 
necessary for you to come back later? If we did give it to you and 
you did not need it, what would happen? 

Mr. Gartock. It-would lapse on June 30 and revert to the Treasury 

Mr. SrKes. It would go back to the Treasury ? 

Mr. Lortts. Yes, sir. 
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Retirep Pay 


WITNESSES 


LYLE S. GARLOCK, DEPUTY COMPTROLLER (BUDGET), OFFICE OF 
THE SECRETARY OF DEFENSE 

J. R. LOFTIS, ASSISTANT FOR ADMINISTRATION, OFFICE OF THE 
SECRETARY OF DEFENSE 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 

M. A. SCHWARTZ, ACTUARY, BUDGET ANALYSIS BRANCH, OFFICE 
OF THE ASSISTANT CHIEF OF STAFF, ARMY 

COMMANDER R. S. GUY, HEAD, RESERVE RETIREMENT BRANCH, 
BUREAU OF NAVAL PERSONNEL, NAVY 

LT. COL. E. WILSON, HEAD, SEPARATION AND RETIREMENT 
BRANCH, PERSONNEL DIVISION, MARINE CORPS 

coL. L. W. MONTGOMERY, CHIEF, BUDGET AND LEGISLATIVE 
DIVISION, DIRECTOR OF PERSONNEL, AIR FORCE 


Obligations by activities 
¥ r | 
| Presently Revised | iit 
| available estimate | Difference 


= ai 

1. Nondisability --- ~--------------------------| $146, 950, 000 | $158, 131, 000 | +-$11, 181, 000 
2. Temporary disability ; | 8, 025, 000 8, 554, 000 | +529, 000 
3. Permanent disability _..| 153,975,000 | 165,705,000 | +11, 730, 000 


4, Fleet reserve 21,050,000 | 22,610,000 | +1, 560, 000 
Total obligations | 330, 000, 000 | 355, 000, 000 +25, 000, 000 
| 

Mr. WieeLeswortH. The next item before us is the request for a 
supplemental appropriation for “Retired pay” in the sum of $25,- 
000,000, which would, if granted, as I understand it, bring the appro- 
priation granted for the fiscal year in the sum of $330,000,000 up to 
$355,000,000. 

Mr. Garuock. Yes, sir. 

Mr. Wicctesworrn. Is there a general statement on this item ? 

Mr. Gartock. Before we proceed with the general statement, as I 
understand your wishes in this, we are to talk on the money involved, 
and at a later time you will look into the language changes ? 

Mr. Wigctesworru. Yes. I thought that we would take the lan- 
guage changes up subsequently. 

Mr. Gartock. Mr. Loftis has a general statement. 

Mr. Lorris. Mr. Chairman and members of the committee, the ap- 
propriation “Retired pay” provides funds for retired and retainer 
pay, as authorized ol at rates prescribed by law, for military per- 
sonnel on the retired lists of the Army, Navy, Marine Corps, and Air 
Force. These estimates represent a consolidation of the requirements 
of the military services and include commissioned officers, warrant 
officers, enlisted personnel, female nurses, and members of the women’s 
specialist corps, and retainer pay of the fleet reserve of the Navy and 
Marine Corps. 

For the fiscal year 1953 the Congress appropriated $330 million for 
payments to eligible annuitants under the provisions of the various 
statutes relating to retired personnel—a reduction of $15 million 
from the estimate of $345 million included in the President’s budget. 
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That estimate provided for an anticipated fiscal year end strengt| 
of approximately 156,686. 

From July 1 through December 31 of this fiscal year, the number , 
annuitants has increased from 141,397 to 147,037—an average increase 
of just under 1,000 annuitants per month. Assuming this trend to 
continue, it now appears that there will be approximately 154,177 
the rolls by the end of this fiscal year. 

Actual obligations for the first 6 months of this fiscal year amount 
to $175.6 millions. Applying this obligational rate to the projected 
strength for the balance of this fiscal year indicates a requirement of 
approximately $355 millions, or $25 millions in excess of the amount 
appropriated for retired pay. The increase is attributable to two 
factors: A greater number of retired military personnel than pr 
vided for by currently available funds, and an increase in the rates of 
pay of retired personnel. 

By Public Law 346, 82d Congress, approved May 19, 1952, the Cor 
gress authorized a 4-percent increase in the amounts otherwise pay: able 
to retired military personnel. No provision was made for these in 
creased costs in the estimates for this appropriation then pending be 
fore the Congress. Of the total supplemental request of $25 millions, 
approxim: ately $13.7 millions are attributable to the pay increase and 
the balance—$11.3 millions—to the increase over the numbers pro- 
vided for on the retired rolls. 

All of the funds provided in this appropriation go to payments of 
amounts authorized by law to be paid to military personnel retired 
in accordance with the several statutes governing such matters. None 
of the funds are for expenses of administration. The estimate of $35) 
million represents the best available projection which can be made at 
this time of the amounts required this year and makes no provision 
for any pay adjustments or other legislative changes in the laws af- 
fecting retirement of military personnel which may be authorized. 

Representatives of the military services concerned are here with me 
to discuss their requirements in more detail if you so desire. 

Mr. WiccLesworyu. You state that against an appropriation of 
$330,000,000 as of December 31, or during the first 6 months of the 
year, you obligated $175,600,000. What was the actual expenditure 
figure? 

Mr. Lortis. $173,966,902. 

Mr. Wiccreswortu. I notice on page 5 of the justifications for this 
item that you have given us a breakdown of the estimated number 
of annuitants, month by month, from the beginning of the fiscal year 
to December 31, 1952, and then a further estimate of their number on 
June 30, 1953. 

There has been an increase from June 30, 1952, to December 31 
1952, of 5,640 annuitants, or about 940 a month average. 

If you apply the same increase of 5,640 to the second 6 months of 
the year, the figure, if I am correct, comes to 152,677, which is sub- 
stantially less than the figure of 154 os that appears in the break- 
down. What is the explanation, if any? 

Mr. Scuwartz. The explanation, sir, is that the rate is continually 
increasing. We have not reached the peak in the rate of increase in 
temporary and permanent disability cases coming on the retired rolls. 

Mr. Wicc.eswortu. How good is that estimate? 

Mr. Scuwartz. Very good, sir. 
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Mr. Gar.ock. I would like to ask the representatives of the mili- 

ry departments to answer the questions for themselves. 

I would like to ask the Navy for the reason they believe the rate 
: going to increase ¢ 

Commander Guy. We have not reached our peak. The number 

ng to the retired list is incre asing, and will not reach the peak rate 

til later in this year. 

Mr. Lorris. The bulk of the increases is estimated mainly in two 

itegories; disability retirements to the temporary retired rolls, and 
the inactivation of the fleet reserves. The Navy fleet reserves were 

led to active duty immediately after Korea, and as replacements 
‘oming in now more of the fleet reservists are returning to an in- 
ve status at a rate in excess of the number we originally anticipated. 

Mr. WicGLeswortnH. I do not see any material increase from June 
to July, or from July to August, or August to September in the figures 

efore us. ‘There is no increase in October. There is some increase 
n the month of November. There is no increase in the month of 
December. 

So these increases, it seems to me, must be pretty much guesswork 
ind not anything based on any actual trend to date. 

Mr. Gartock. The reason that I asked for each of the departments 
to testify on this is because they can give our record on estimating 

It has been a little bit less accurate than that of the committee 
iver the past several years, and this is the first time that we have been 
buck to ask for additional money after this committee adjusted the 

umount, 

Within the total of $355,000,000, and with all these variances as to 
when people can be retired, depending upon what the doctor says— 
oncerning his eligibility for retirement—I would like to say we do 
not claim 100- percent accuracy on this information. It represents our 
best estimate, based on the experience of the past few years, and 
projecting the trends of accession through the balance of this fiscal 
year. 

Mr. Scrivner. Does this estimate include any possible action on the 
requested repeal for a delayed retirement of many of these men? 

Mr. Lorris. No, sir. If you concur in the recommendations with 
respect to the change in language, I doubt if enough of those would 
be picked up on the retired rolls before June 30 to have any substan- 
tial effect on this appropriation. 

Mr. Scrivner. Then the request for the language change is not 
very important. 

Mr. Gartock. No, sir; not on the dollars requested here. 

Mr. Wicciesworrn. This increase in rate is based merely on an 
estimate; it is not based on actual figures representing the trend in 
the first half of the fiscal year? You do not give us any mathematics 
to indicate how this estimated figure of the annuitants is converted 
into dollars. How do you arrive : at the dollar figure # 

Mr. Scuwarrz. The dollar figure is determined by the number 
anticipated on the retired rolls multiplied by rates of pay based on 
current experience. 

Mr. Wicetesworrn. At what rate? 

Mr. Scuwartz. At the rate of our current obligations, with due al- 
lowance for anticipated changes in these rates based on an analysis of 
the gains to the retired rolls. 
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Mr. Wiccieswortu. I am talking about dollars now; not about 
annuitants. 

Mr. Scuwarrz. I am speaking about dollars also, sir. We get 
regular monthly report which indicates how much is paid in retire; 
pay and the number on the rolls during each month. From these 
data, the average amount per individual on the retired rolls is de- 
termined. 

Mr. WicereswortH. Does that appear anywhere in your justifi- 
cations? It may be here, but if so I have missed it. 

Mr. Scuwarrtz. It is not specified here, sir. 

Mr. WiceLeswortH. How are we to form any judgment as to 
whether this dollar figure is accurate if you do not give us something 
to base it on? 

Mr. Lorris. We have furnished each member of the committee a 
statement which shows the obligations by months for this fiscal year 
through December 31 and the total amount of obligations projected 
for the balance of the fiscal year. This statement does not indicate 
average rates of retired pay. 

In the past, we used the estimated strength figures and applied the 
rates prescribed by law to be paid to retired military personnel and 
the estimates were somewhat overstated as to what would actual 
be required due to compounding too many var lables, such as how many 
in each grade will be retired. So, this year in estimating our dollar 
requirements we have relied lar gely on the analysis of the ‘obligational 
experience rather than try to apply specific rates to any predetermined 
number in the various grades. That is correct Mr. Schwartz, is it not’ 

Mr. Scuwartz. Yes, that is correct. 

Mr. Scrivner. There is no carryover on these funds? 

Mr. Gartock. No, sir. 


a 
) 
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STATEMENTS OF OBLIGATIONS 


Mr. WiceLeswortu. I may say in connection with these requests that 
I have asked each branch of the armed services to furnish for the 
record a statement by appropriation of amounts appropriated and 
amounts obligated and amounts expended for each of the first 6 monthis 
of the fiscal year 

Can you tell us what the overall appropriation for the Office of 
the Secretary of Defense for the year was, how much was obligated 
and how much expended against that overall figure—that is, in the 
first 6 months of the fiscal year? 

Mr. Lorris. Are you talking about this appropriation, “Retired 
pay”? 

Mr. Wicceswortn. I am talking about the overall appropriation 
for the Office of the Secretary of Defense and the obligation against 
that figure for the first 6 months, and the expenditure against that 
figure for the first 6 months. 

Mr. Garrock. In all the appropriations made available to the Sec- 
retary, including “Salaries and expenses,” “Claims,” “Contingencies,” 
“Emergency fund,” “Public information,” “Retired pay,” and 
forth, $537 million was available. Against that, $186 million was 
obligated as of December 31. 

I will have to supply for the record the amount paid against 1955 
funds. 
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Mr. WiceLeswortn. It is obviously somewhat less than that. I wish 
you would supply that for the record. It is obvious that it is some- 
what less than the obligation figure, which is only $186 million. 

(The matter referred to is as follows:) 


The expenditures as of December 31, 1952, are $182,751,443. 


Mr. Garock. There is a single item of $140 million for military 
construction, foreign countries, against which there have been no obli- 
gations to date. There are two other funds in there, contingency and 
emergency funds. I am sure you are familiar with them, Mr. Chair- 
man. One of them is to help our research through when we have an 
important project that needs additional financing and the other is for 
straight contingencies. In the first 6 months we made practically 
no obligations against either of those appropriations. 

Mr. WiceteswortrH. And the total of those two is what ¢ 

Mr. Garvock. $47 million. 

Against the appropriations where we have obligations, salaries and 
expenses are 50 percent obligated in the first 6 months, claims 60 per- 
cent obligated in the first 6 months, and retired pay 53 percent obli- 
gated in the first 6 months. 


TRANSFER OF FUNDS 


Mr. Wiceteswortn. In the light of these figures the query naturally 
presents iteself, assuming that these two items now requested are 
justified, whether they cannot be taken care of by transfer of other 
funds which are already available to the Office of the Secretary of 
Defense. 

Mr. Gartock. Mr. Chairman, it would be perfectly satisfactory to 
the Department if language were inserted in the bill to pay these 
amounts by transfer from other appropriations in the Department of 
Defense. 

Mr. Wiceiesworru. What appropriations would they be taken 
out. of ? 

Mr. Gartock. May I go off the record, sir? 

Mr. Wicciteswortu. Yes, for the moment, but I want to have some- 
thing on the record. 

Mr. Garuock. I will, but I would prefer not to identify these. 

(Discussion off the record.) 

Mr. WiceieswortH. I think before the committee made that pro- 
vision it would want to know specifically what appropriations it 
would come out of. 

Mr. Scrivner. Yes, we would have to know from which ones it came. 

Mr. Gartock. Mr. Chairman, if you would give us general language, 
I can provide you within a day or two with one or more appropria- 
tions as the probable ones from which it will be transferred, and I 
will use only appropriations which are not part of our procurement 
appropriations, where they would have to be replaced at a later date. 

Mr. Wiceieswortu. Perhaps before we get to marking up the bill 
you could give us that information, as I know we would want to 
know exactly what we are doing if that course is pursued. 

Mr. Garvock. All right, sir. 
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Mr. Scrivner. I notice on page 2 of your statement that of the % 
million of additional funds requested approximately $13.7 million js 
the result of the passage of Public Law 346 which authorized the ; 
percent increase in the ] pay of military personnel, in this case retir 


military personnel. Did the Department of Defense recommen: the 
passage of Public Law 346? 


Mr. Garuock. Yes, sir. 

Mr. Scrivner. Did they fully apprise the committees of Congres. 
of the cost of it ? 

Mr. Gartock. My recollection is that the committees were informed 
of the cost during the testimony. 

Mr. Scrivner. Of course, this is comparatively slight, but Rest y 
soon we are going to have some figures that are going to stagger son 
body’s sensibilities. Although 4 percent in itself looks very smal 
before we are through we are going to have additional requests for 
well over a billion dollars as a result of these public laws. Perhaps. 
if Congress had made a little more study of the blow that the tax 
payers “would receive they might not have been quite so anxious to 
pass the law. For one, I have no recollection of ever having bee: 
advised as to how heavy the impact of these public laws which were 
passed would be. 

Mr. Gartock. I believe we submitted a supplemental last year wh 
included the increase for the pay for the full year of 1953. 

Mr. Scrivner. I am talking about when the measures were being 
discussed on the floor. I doubt that Congress was told in very definite 
and certain terms how much it was going to cost. 

On page 1 there is this statement : 

Assuming this trend to continue, it now appears that there will be appro 
mately 154,177 on the rolls by the end of this fiscal year. 

What facts did you use as the basis for this assumption? TI have 
looked over this table that you have prepared and the figures ther 
do not quite bear out the assumption you have made. 

Mr. Scuwarrz., There are a number of related factors to be taken 
into account there, Mr. Scrivner. 

For example the point that Mr. Loftis made a while ago is rather 
significant. Toward the end of this year a number of heretofore 
retired enlisted personnel will be relieved from active duty and re- 
turned to the retired rolls. 

Mr. Scrivner. They return to duty in the Reserve ? 

Mr. Scuwartz. They will return to the retired rolls. They are en- 
listed personnel who by virtue of the law, were allowed to request 
retirement, and having served 20 years but less than 30 years, they 
were returned or recalled to active duty. 

Mr. Scrivner. How many of them were there? 

Mr. Scuwartz, Right now there are about 1,400 retired Army en- 
listed personnel still on active duty, sir. 

Mr. Scrivner. You better dig up some more figures to bring your 
figures up to 154,000. 

Mr. Scuwartz. That was the Army figure only, sir. 
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Mr. Scrivner. At any rate, to reassert a statement which was made 
a while ago if you do receive $25 million additional, which will bring 
you up to $355 million and all of that 1s not required, in other words, 
if your retirement rolls do not increase as rapidly as you anticipate 
they will, will part of that revert to the Treasury ? 

Mr. Scuwarrz. Yes, sir. 

Mr. Scrivner. Another rather interesting thing appears on the 
green sheets, on page 2, which shows that there will be more eligible 
for permanent disability than there will be for nondisability. That 
is a rather startling situation. 

Mr. Scuwarrz. One reason for that, Mr. Scrivner, is the fact that 
the number of people coming on to the permanent disability retired 
rolls is related to the hospital admissions resulting from casualties 
and to the overall strength of the Armed Forces. 

Mr. Scrivner. Does any of it relate to the fact that the disability 
retirement pay is not subject to taxes ? 

Mr. Scuwartz. The determination of disability, so far as the degree 
and permanency are concerned, is purely a medical determination 
in which the individual himself has not voice. 

Mr. Scrivner. I will have to take your statement on it as it appears 
there, but there have been some situations that I have personally 
observed that sometimes cause me to doubt it just a little. 

Now, for the record, if you do not have it, of course, please advise 
this committee what perc entage of those men receiving nondisability 
retirement pay are regular service, and what percentage reserve, and 
of those receiving permanent disability retirement what percentage 
is regular service and what percentage is reserve. 

Mr. Scuwartz. Yes, sir. 

(The matter referred to is as follows:) 


Distribution of Regular and non-Regular! military personnel on the nondisability 
and disability retired payrolls 





Number on 


Category the rolls Percent 


a 
Nonregular-_. 


gg SE 


Temporary disability: 
Regular oh ‘i 5, 731 
Nonregular be ‘ j . 1, 513 


| 
Nondisability: a 
| 
a 
| 
| 
| 


Subtotal ___- 


Permanent disability: 
Regular 
Nonregular__ 
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Piedh CRG s cenaned aeons 
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1 The majority of annuitants under the non-Regular category are Reserves and National Guard, but 
does include a small number of enlisted personnel obtained through selective service. 
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Mr. Scrivner. And, finally, what do you estimate would be the 
effect if we should accede to your request and repeal the limitation 
on retirement? How much would it add; do you have any idea? 

Mr. Scuwartz. No, sir. 

Mr. Lorris. For this fiscal year we do not anticipate that it would 
add anything appreciably. 

Mr. Scrtvner. No: but it might be reflected in the fiscal year 1954, 

Mr. Lortis. Yes, sir. 

Mr. Forp. To pursue one step further, the last question asked by 
Mr. Scrivner—in the budget request for the fiscal year 1954, is the 
umount requested based on the repeal of the retirement: legislation ? 

Mr. Scuwartz. The estimates for fiscal year 1954 assume that the 
proviso will be repealed. 

Mr. Forp. What was the effective date of Public Law 346 of the 
82d Congress ? 

Mr. Lortis. May 1, 1952. 

Mr. Forp. It was approved May 19, 1952, and made retroactive for 
the stuation we are discussing? 

Mr. Lortis. Yes, sir. 


Mr. Forp. Is there any termination date in that legislation, or is 
that a continuing law? 

Mr. Scuwarrz. I have the information here, sir. The Armed 
Forces Pay Act was effective May 1, 1952, and is continuing legisla- 
tion with respect to the increases authorized in base pay and retired 
pay. 

Mr. Forp. There is no termination date in the legislation ? 

Mr. Scuwarrz. No, sir. 

Mr. Forp. The original request for the fiscal year 1953 was $345 
million, which was eventually reduced to $330 million. In the supple- 
mental there is a request for $11,300,000 to take care of the increase 
aside from the effect of Public Law 346? 

Mr. Scuwartz. Yes, sir. 

Mr. Forp. In other words, it would appear that, at least for fisca! 

sar 1953, the guess of the Department was better than the guess of 
the committee or the Congress ¢ 

Mr. Scuwartrz. Yes, sir. 

Mr. Forp. To that extent? 

Mr. Lortis. It was somewhere in between the two, actually. 

Mr. Forp. There was $3,700,000 difference ? 

Mr. Lortts. Yes, sir. 

Mr. Forp. What has been the record in the past ? 

Mr. Gartock. Over a period of time Congress has done better than 
we have. This is the first time they have been low since we have 
had this appropriation consolidated. 

Mr. Forp. What happens if there are insufficient funds available, 
we will say, on June 15, in this fund? 

Mr. Lorris. Retired personnel would not receive their paychecks 
due for this period. 

Mr. Forp. Is there a contingent fund which is available to handle 
a situation of this sort? 
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the Mr. Garnock. We have no other appropriation from which this 
ition could be paid. 
lea ! Mr. Hruska. You estimate that it will take $25 million all told, 
although the actual obligations for the first 6 months are $175 million 
ould and the total amounts to $355 million. You double that $175 million 
and you have almost got your $355 million, and yet you are not taking 
into account, or at least it is not clear to me th: . you are, that the in- 
crease of 7,148 during this half of the fiscal year is really being pro- 
| by vided for. Do you understand what I mean ? 
the Mr. Lorris. Yes, sir. We projected the obligational rate neces- 
lon 4 sary to carry the numbers on the roll as of December 31 for the bal- 
the ance of the fiscal year and then estimated requirements for antici- 
| pated increases in those numbers during the next 6 months to reach 
the the total estimate of $179,409,252. This, compared with the obliga- 
tions for the first 6 months of $175 million, shows approximately a 
$4-million increase in the net obligations in the final 6 months. 

Mr. Hruska. I have just one other point, and that is about the ques- 
tion of permanent disabilities. Do I understand that a permanent 
disability is determined by the medical authorities of the military 
and that it could be 1-, 2-, or 4- or 5-percent permanent disability and 
that would be sufficient to effect permanent disability ? 
med Mr. Lorris. I believe I see what you are getting at. The signifi- 
Isla- cance of the term “permanent disability” as distinguished from “tem- 
ired porary disability” is to be found in the provisions of the Career 

Compensation Act of 1949 which provides that where there is question 
as to the percentage or permanency of the disability the individual 
shall be placed on the temporary rolls during which time he is subject 
to treatment and periodic reexaminations in an attempt to rehabili- 
tate him. At any time during the 5-year period he may be restored 
to duty, continued on the temporary list for another 18-month period, 
separated with severance pay, or transferred to the permanent retire- 
ment list. The term “permanent disability” does not necessarily ex- 
press the kind of disability or the amount. 

Mr. Hruska. But a man with a 10-percent permanent disability 
could be retired eventually on a permanent dis: bility ; is that right? 

Mr. Scuwarrz. Not on the basis of the disability alone. If he has 
10-percent disability he can only retire if he has completed at least 
20 years’ service. The amount of retired pay is determined, in this 
case, solely on the basis of his length of service. 
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DEPARTMENT OF THE ARMY 


Miuuirary PrersonNneL, ARMY 
WITNESSES 


LYLE S. GARLOCK, DEPUTY COMPTROLLER (BUDGET), OSD 

LT. GEN. A. C. McAULIFFE, DEPUTY CHIEF OF STAFF FOR OPERA- 
TIONS AND ADMINISTRATION 

LT. GEN. G. H. DECKER, COMPTROLLER OF THE ARMY 

MAJ. GEN. G. HONNEN, CHIEF, BUDGET DIVISION, OCA 

COL. C. K. McALISTER, CHIEF, ESTIMATES AND FUNDING BRANCH, 
BUDGET DIVISION, OCA 

MAJ. GEN. ROBERT N. YOUNG, ACTING ASSISTANT CHIEF orf 
STAFF, G-1 

BRIG. GEN. HERBERT B. POWELL, DEPUTY ASSISTANT CHIEF or 
STAFF, G—1 

COL. ROBERT T. HAZLETT, CHIEF, BUDGET AND ANALYSIS BRANCH 

LT. COL. D. H. McGOVERN, BUDGET AND ANALYSIS BRANCH 

COL. W. A. JENSEN, CHIEF, PERSONNEL ACTION BRANCH, G-1 

MAURICE H. LANMAN, JR., ASSISTANT GENERAL COUNSEL, DE 
PARTMENT OF DEFENSE 

COL. V. M. BUDGE, OFFICE CHIEF OF FINANCE 


Summary of direct obligations by activity 


| 


| 
| 


Fiscal year 1953 


Presently | Revised es- Difference 
available | timate (+ or 


2) (3) (4) (5 


Pay of the Army..-....---.-... $3, 309, 162, 000 | $4, 071, 072, 000 +$761, 910, 0 
I a ince con ban inn thencerm=geace sui 653, 058, 000 | 653, 058, 000 0 
Individual clothing - -- ----- 220, 320, 000 | 237, 350, 000 +17, 030, 000 
Travel of the Army. _--_---- 194, 450, 000 | 250, 450, 000 | +-56, 000, 00 
Other military personnel costs_-.._--_.....--- 33, 010, 000 | 34, 370, 000 | 4-1. 360, 000 
Total direct obligations___...........-..] 4, 410, 000, 000 | 5, 246, 300, 000 | +836, 300, 000 
Transferred from: 
Army National Guard —32, 400, 000 —32, 400, 000 
Reserve personnel requirements..-_.......]--..-------.-... | —27, 600, 000 —27, 600, 000 
nesichecterenballisenconete sats ea as 
Appropriation or estimate... .......-.... 4, 410, 000, 000 5, 186, 300, 000 +776, 300, 000 


Mr. Wiccteswortu. The next item is “Military personnel, Army.” 
The $776,300,000 which is requested if provided would increase the 
appropriation this year, as I understand it, from $4,410,000,000 to 
$5,186,300,000. 

Mr. Gartock. Mr. Chairman, General Decker and other Army wit- 
nesses will be here in just a moment. 
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NEW LAWS 


Mr. WieGLesworrn. | think before we take up the individual items, 
since there are se sveral new laws which have an effect on items of all 
three services, it might be well to summarize the provisions of these 
new laws at this point. 

Mr. Lanman. The following are enactments of the Eighty-second 
Congress which provide for increased or additional payments to mem- 
bers and former members of the Armed Forces: 


MILITARY PAY INCREASE 
Public Law 346, approved May 19, 1952 


Under this act— 

(a) The rates of basic pay for all members of the uniformed serv- 
ices were increased by 4 percent effective May 1, 1952; 

(b) The basic allowance for subsistence for all members was in- 
creased by 14 percent ; 

(c) The basic allowance for quarters for all members, with or 
without dependents, was increased by 14 percent ; 

(7) Retired pay of all persons entitled thereto was increased 
4 percent. 


MUSTERING OUT PAYMENTS 


Veterans’ Readjustment Assistance Act, 1952, Public Law 550, approved July 16, 
1952 


Title V of this act provides that each member of the Armed Forces 
in pay grade O-3 (captain in the Army) or below engaged in active 
service on or after June 27, 1950, who is or has been relieved from 
active duty under honorable conditions is entitled to mustering out 
payment of $300 if he serves for more th: an 60 days and has served 
outside the continental United States; $200 if he served for 60 days 
but no service outside the United States; $100 if he performed active 
duty for less than 60 days. 

Under section 503 persons who are discharged prior to the date of 
the act. of July 16, 1952, have 2 years in which to file claims. 

Section 803 of the Sup »plemental Appropriation Act of 1953, Public 
Law 547, approved July 15, 1952 (p. 11) made “any appropriations 
available to the Department of Defense available for mustering out 
payments as authorized by law.” 
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COMBAT DUTY PAY ACT OF 1952 


Title VII of the Defense Appropriation Act, 1953, Public Law 488, appro) 
July 10, 1952 (p. 22) 


ver 


This act provides combat pay for all members of the Army, Navy, 
Air Force, Marine Corps, and Coast Guard who served in the Koreay, 
combat zone on or after June 1, 1950, and who meet the requirements, 
The act provides for combat pay of $45 for any month during which 
the member was part of a combat unit in Korea for not less than ¢ 
days of such month. The law sets up detailed conditions under whic! 
a member is entitled to combat pay. Combat service includes service 
in a vessel while subject to actual fire or explosion in the course of 
any operation in the Korean combat zone; service in aircraft while 
subjected to hostile fire in the course of any operation in the Koreay 
combat zone; service while in actual combat on land during any period 
there is direct contact with and opposition to a hostile force by an 
military unit while such unit is subjected to hostile ground fire. The 
law also provides for the payment of combat pay of $45 per month 
for service on or after June 1, 1950, in the case of any person who 
was killed in action, injured in action, or wounded in action while 
serving as a member of a combat unit in Korea, and in such case 
continues for not more than 3 months thereafter during which the 
person was hospitalized for the treatment of an injury or wound re 
ceived in action. The $45 per month is also payable to persons who 
were captured or entered in missing-in-action status while serving as 
a member of a combat unit in Korea. Such payments continue fo 
a period of not more than 3 months during which a person was ns a 
missing-in-action or captured status. The combat pay is not payabk 
in addition to aviation pay, submarine pay, or other special or incentive 
pay. 

Under section 707 (b) appropriations currently available for pay 
and allowances of members of the uniformed services are available 
for the payment of combat pay under this title for any month prio. 
to the date of enactment of Public Law 488, approved July 10, 1952. 

Mr. Scrivner. That is the retroactive feature of it ? 

Mr. Lanman. That is right. 


UNIFORM GRATUITIES 


Section 243. Armed Forces Reserve Act, 1952, Public Law 476, 82d Congress, 
approved July 9, 1952 


In accordance with the pattern of the Armed Forces Reserve Act, 
this section makes provision for equalizing across the board uniform 
gratuities for officers of all Reserve components. 

This section provides for payment of the following allowances: 

(a) Initial uniform allowance of an amount not to exceed $200 to 
be paid after January 1, 1953, under certain conditions, such as, upon 
first reporting for active duty for periods in excess of 90 days and upon 
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completion of certain periods of active and inactive duty training in 
a Reserve component. This allowance is payable only once to each 
member. 

(b) Active duty allowance of an amount not to exceed $100 to officers 
entering on active duty for more than 90 days when 2 years elapse 
between such periods of active duty. This allowance is payable retro- 
actively to those officers who entered on active duty on or after June 
25, 1950. 

(c) Maintenance allowance of an amount not to exceed $50 for each 
4 years of satisfactory service in a Reserve component which must 
include 28 days of active duty training. Extended periods of active 
duty for 90 days or more are not considered in computing the 4 years 
for eligibility for the maintenance allowance. 

Mr. WiecLeswortn. Are there any questions in respect of these 
laws ¢ 

General Decker, do you have a general statement on this item of 
appropriation ¢ 

General Decker. General McAuliffe will make the opening state- 
ment. 


GENERAL STATEMENT 


General McAuutrre. Mr. Chairman and gentlemen, it is a pleasure 
for me to be here this morning to initiate the presentation of the 
Army’s estimated requirement for supplemental appropriations for 
fiscal year 1953. The details relative to the Army’s request for new 
obligational authority in the amount of $788 million will be discussed 
by the budget officer and subsequent witnesses. I should like to note 
some of the general considerations affecting the Army’s request which 
| consider to be important. 

In his recommendations to the Congress on the supplemental ap- 
propriations, the President included a request that two of the general 
provisions of the Department of Defense 1953 Appropriation Act be 
repealed. These provisions apply to restrictions on the voluntary 
retirement of military personnel and on the proportionate distribu- 
tion by grade of officers in the military service. 

Mr, WiceLeswortu. Is that the overall figure computed on the as- 
sumption that those restrictions are removed ¢ 

General McAuuirre. No, sir. 

Since these provisions have general application to all three services, 
reasons for their repeal will be presented jointly by the three services 
and the Office of the Secretary of Defense. I should like to note in 
passing that the Army strongly supports the repeal of these provisions. 
The discussion which took place when the subcommittee of the Com- 
mittee on Appropriations of the Senate considered this portion of the 
House of Representatives’ action on the fiscal year 1953 appropria- 
tion act established valid reasons why these amendments should not 
be approved. Operation under these restrictions has verified the 
opinions set forth at that time. 
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The requirements for which provision has been made in the A 
supplemental request are based on two principal factors: new legis! 
tion and a continuation of combat in Korea. 

New legislation has created retroactive requirements as wel] 
those of the current year. In the case of combat duty pay, $123.4 
million of the $153.4 million requirement is for fiscal years 1950, 1951, 
and 1952: and $144 million of the $373 million total estimated for 
mustering-out pay is for the effective period prior to fiscal year 195 
The additional amounts needed to meet military pay increases 
uniform allowances for Reserve officers when first reporting fo 
tended active duty are generally the fiscal year 1953 amounts needde« 
for compliance with the new laws in these areas. 

The reasons why Department of Defense estimates for fiscal | 
1953 did not include estimates for support of combat in Korea 
discussed at length when the fiscal year 1953 appropriation reques 
was being considered by the Congress. I think it is unnecessary to 
review these reasons. We have taken every action practicable, throug! 
reprograming the funds made available to the Army by the Congress, 
in order to finance support of the Korean war. Stock levels of sup 
plies and equipment have been reduced and standards of maintenance 
and operation have been depressed in order to stretch available funds 
as far as possible. Provision for restitution of major items of equi) 
ment being used this year in Korea has been delayed by including i: 
the fiscal year 1954 estimate the funds for replacing the consunied 
items. The course of action followed has been effective in that sup 
plemental requirements have been limited to two appropriations. 
The action taken has not improved our combat readiness position, 
however, and has further delayed progress toward achieving a prope: 
state of mobilization readiness. 

There are two other items I should like to mention specifically. 
First, we have included in the supplemental estimate funds for 1 
creased officer strength. After careful study of our worldwide office: 
needs, we have determined that we must increase the average strengt) 
of officers in the lieutenant grades by a minimum of 12,859. We have 
offset this increase to some “extent by a reduction of 2,474 man-years 
in the higher company grades and in the field officer grades, and by 
a savings of 3,004 man-years in the warrant officer and nurse cate 
gories. “We felt the increase in the number of lieutenants was neces- 
sary in order to provide an officer strength in this grade more in 
keeping with our tables of organization. We have been consistent) 
understrength in this respect. Since the relationship between the 
officers of an organization and the men they lead is most directly felt 
in the junior officer ranks, a shortage of officers in these grades throws 
too great a burden of leadership on noncommissioned officers. As a 
result of the relatively short terms of service of the larger part of our 
enlisted corps the training must be specialized and concentrated. Non- 
commissioned officers should not be expected, therefore, to assume 
leadership responsibilities for which they have not been adequately 
trained and for which they are not compensated. 
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TRAVEL 


The second item I should like to mention is the requirement for 
travel. The travel requirements I shall refer to are those connected 
with permanent changes of station. Provision for such travel is 
contained in the budget program, “Travel of the Army of the mili- 
tary personnel, Army,” appropriation. 

Recognizing the need to exercise the greatest economy possible 
in this activity, efforts were initiated in February of last year, and 
in fact they have been going on continuously, to improve over-all con- 
trol of permanent change of station travel. Some of the more im- 
portant actions that were taken were: 
~ 1. Better methods were developed for channeling the flow of trainees 
and the personnel returning from overseas, with a resultant reduction 
of the mileage involved, 

Actions were taken to provide early release of short-term in- 
duetees returning from Korea, thus eliminating the travel required 
in the reassignment of such individuals for periods of service too 
short to be usable; others whose terms of service did not quite meet 
the release criteria were assigned to the Army area most proximate 
to their homes, 

. On the 1st of October of last year tours of duty in the European 
Comm ind, Austria, Hawaii, and the Caribbean were extended by 6 
months, 

4. Economies have been achieved through moving military per- 
sonnel in group shipments rather than as individuals, and 

. For units destined for overseas movement, or for transfer from 
one station to another in the United States, reduction in the require- 
ment for transportation of unit equipment has been achieved through 
providing, where practicable, for mutual exchanges of equipment, and 
through direct shipment to ports of embarkation of supplementary 
and replacement items. 

These actions have been beneficial and economy has been achieved. 
However, the problems encountered are numerous. So long as combat 
continues in Korea and the policy of rotation is carried out, there 
will continue to be a tremendous increase over peacetime experience 
in the overseas shipment of military personnel. And, in order to 
make these replacements available, there will be increased movements 
in the continental United States incident to training these replace- 
ments. Furthermore, the general 2-year term of service of inductees 
complicates the situation. Between last October and this coming 
month of March, for example, it will be necessary to discharge some 
500,000 soldiers, a third of the Army’s total strength, because their 
terms of service will expire. We recognize, of course, that a 2-year 
term of service is not the optimum period, but our plans and opera- 
tions are controlled by existing legislation. 

I appreciate this opportunity to speak to you gentlemen and hope 
to have the pleasure again in carrying out my new assignment as the 
Deputy Chief of Staff for Operations and Administration. I should 
like now to turn the discussion over to General Honnen, who will 
diseuss the Army’s dollar requirements in greater detail. Thank you. 
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Mr. WicGieswortH. Do you have a statement, General Honnen? 
General Honnen. Yes, sir. 


Mr. WiceLeswortH. We will be glad to hear you at this time. 
General. 


STATEMENT OF MAJ. GEN. G. HONNEN, CHIEF, BUDGET DIVISION, OCA 


General Honnen. Supplemental requirements for the Department 
of the Army for fiscal year 1953 were set forth in the President's 
message of January 10 to the Speaker of the House of Represen- 
tatives. Of the total of $2,334,154,250 recommended by the President 
for the executive branch, $788,000,000 is for Department of the Army 
military functions. While the total additional requirement for the 
Army is estimated at $848 million, $60 million of this amount wil] 
be made available by transfer from funds appropriated under author- 
ity contained in Public Law 488, Eighty-second Congress. 

The Army’s supplemental estimate has been limited to two appro- 
priations, “Military personnel, Army,” and “Civilian relief in Korea.” 
While this supplemental request reflects some requirements which 
result from a continuation of combat in Korea, the major increases 
are caused by new legislation. The new laws were enacted too late 
last year to permit their costs to be included in the basic fiscal year 
1953 Appropriation Act. Public Law 346, Eighty-second Congress, 
provided for an increase in the rate of compensation of uniformed 
personnel, Public Law 488, Eighty-second Congress, provided for 
combat-duty pay, and Public Law 550, Eighty-second Congress pro 
vided for mustering-out pay. In addition, Public Law 476, Eighty- 
second Congress, provides for uniform allowances for Reserve officers 


and temporary officers when first reporting for extended active duty. 


MILITARY PERSONNEL, ARMY 


While the budgetary effect of the new legislation is generally con- 
fined to the military personnel appropriation, the obligation rate in 
other appropriations is being carefully examined to determine if any 
savings can be identified in these appropriations which can be applied 
against the increased requirements. As the initial result of this analy- 
sis, a transfer of $60,000,000 from appropriations for the Army Re- 
serve components is proposed ; $32,400,000 is from the appropriation 
“Reserve personnel requirements,” and $27,600,000 is from the Army 
National Guard appropriation. This transfer will reduce the esti- 
mated amount of new obligational authority required from $836,300,- 
000 to $776,300,000. The question of possible further savings is 
under examination and we expect soon to have further recommenda- 
tions in this regard. At this time, I shall discuss the gross additional 
requirement, since no attempt has been made to distribute by budget 
program the $60,000,000 transfer and no further savings had been 
specifically identified at the time estimate books were prepared. We 
are ready this morning to indicate additional areas of savings. 

In the Military personnel, Army, appropriation there are supple- 
mental requirements in 4 of the 5 budget programs. For the fifth 
program, Subsistence of the Army, there is also an additional require- 
ment, but it is being met through a reduction in the combat. pipeline 
of subsistence, due to decreased usage of operational rations, and by a 
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reduction in the funds needed to support other Government agencies. 

For the budget program Pay of the Army an additional amount of 
$761,910,000 is requested. The regular appropriation for fiscal year 
1953 was based on a beginning strength of 1,560,000, a terminal 
strength of 1,552,000 and an average strength of 1,552,000. Compen- 
sating adjustments have been made in this supplemental estimate 
to provide for the actual military strength of 1,596,258 on July 1, 1952, 
a projected strength of 1,546,000 for the end of the fiscal year, and 
the lower anticipated average strength of 1,543,346. As General 
McAuliffe has pointed out, the distribution by category has been 
amended to provide for an increased number of officers in the grade 
of lieutenant. This increase has been partially offset by savings in the 
higher company grades and field grades and by a savings of more than 
3.000 in the warrant officer and nurse categories. 


REQUIREMENTS RESULTING FROM NEW LEGISLATION 


Of the additional amounts which are necessary as the result of new 
legislation, $181.3 million is for increased pay and allowances, $153.4 
million is for combat duty pay, $373 million is for mustering-out pay- 
ments, and $514,000 is for uniform allowances for Reserve officers and 
temporary officers when first reporting for extended active duty. Com- 
bat duty pay is retroactive to the 31st of May 1950; $123.6 million of 
the total estimated for this item is, therefore, for fiscal years 1950, 
1951, and 1952. Mustering-out payments are retroactive to the 27th 
of June 1950, hence $144 million of the $373 million required is for 
the period prior to fiscal year 1953. 

Other additional costs covered in this budget program are related 
directly to supporting a continuation of the Korean war. Included 
in this category are increased requirements under the Missing Per- 
sons Act and additional sums for foreign duty pay of enlisted person- 
nel due to larger troop deployments in the Far East than were contem- 
plated in the basic budget. 

For the budget program “Individual clothing” an additional 
amount of $17,030,000 1s needed. The proposals for this program 
which were used as the basis for the 1953 appropriation did not pro- 
vide for a continuation of combat in Korea. Requirements have been 
recomputed on the basis of combat support. While there is an increase 
of $43,633,000 in the amount needed for purchase of individual cloth- 
ing on a consumption basis, a savings of $26,603,000 is anticipated in 
the amount for monetary allowances in lieu of clothing. The supple- 
mental estimate of $17,030,000 is, therefore, the net amount needed 
for this budget program. A small portion of the increased support 
for Korea is attributable to the recent augmentation to the Republic 
of Korea Army. 

An additional amount of $56 million is needed for the budget pro- 
gram Travel of the Army. The necessity for this additional amount 
for permanent change of station travel is due principally to continua- 
tion of the Korean war. On the assumption that combat in Korea 
would terminate before fiscal year 1953, some unit redeployments were 
planned, as well as a general slowing down of intensive programs for 
training replacements for Korea. However, the continuation of hos- 
tilities has necessitated an increase in the travel of individual replace- 
ments to, from, and within overseas commands; the cost of this in- 
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crease is greater by more than $36 million than the savings resulting 
from cancellation of unit redeployment. In addition, training and de. 
ployment within the United States will be at a higher rate than con- 
templated because no level-off in training activity will be possible. 

A careful study has been made of fiscal year 1952 travel experien 
as a basis of comparison for fiscal year 1953. While there is little dif. . 
ference between the average military strength for the 2 years, the 
personnel turnover for fiscal year 1953 is estimated at 900,000, as con- 
pared to the turn over of approximately 500,000 for fiscal year 1952. 
Fiscal year 1952 obligations for permanent change of station travel 
totaled $217 million. It is estimated that approximately $118 millio: 
of the $194 million available for this purpose in fiscal year 1953 was 
obligated during the first half of this year. It is apparent, therefore, 
that the adjusted estimate compares favorably with fiscal year 1952 ex 
perience both from an obligation standpoint and based on the turn 
over workload. 

For the budget program other military personnel costs an additional 
amount of $1,360,000 is necessary. This amount is incident to the 
continuation of combat in Korea and is for defraying the cost of 
providing free movies, free magazines, and paperbound books to com- 
bat troops in Korea. During fiscal year 1954 16-millimeter motion 
pictures are being shown free of charge to approximately 2,200,000 
men per month. There are some 700 show locations operating 
Korea for combat troops of the Army, the Air Force, and the Marine 
Corps. These movies are the greatest morale-building factor of any 
Special Service activity in Korea. 

There are also being provided to troops in Korea enough magazine 


subscriptions and kits of paperbound books to provide each month 
approximately 1 book and 1 magazine to each man. 


CIVILIAN RELIEF IN KOREA 


An additional amount of $11,700,000 is requested for the appropria- 
tion “Civilian relief in Korea.” It will be recalled that the Army was 
given responsibility for Korean relief on September 29,1950. On that 
date the President directed the Department of Defense to assume 
responsibility not only for direct civilian relief but also for the provi- 
sion of common-use items to support military operations during the 
period of hostility. The Economic Cooperation Administration was 
charged with the complementary responsibility for providing sustain- 
ing- type imports and other forms of aid necessary for restoration of 
indigenous resources and maximizing Korean self-help. 

Aid was initially provided through transfers from military stocks 
and by procurement in Japan. The first appropriation to the Army 
for civilian relief purposes was made on January 6, 1951, and was in 
the amount of $50 million. The total amount appropriated to date is 
$275 million. This was to meet requirements through the first half of 
fiscal year 1953, at which time it had been anticipated that cessation 
of combat would have permitted transfer of relief responsibility to the 
United Nations Korea Reconstruction Agency—UNKRA. The con- 
tinuation of combat has made it necessary to project the Army’s re- 
sponsibility through the remainder of this fiscal year. The additional 
cost is estimated at $45 million. Only $11.7 million of this amount 
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is being requested for appropriation, since it is proposed to obligate 

3.3 million available in the appropriation which 1s programed for 
 nabelnaatiie “Military personnel, Army,” appropriation. Because 
of the need for additional funds in both appropriations, the use of the 
funds available will be the most practicable procedure. 

The witnesses who follow are prepared to furnish detailed justifica- 
tion for these items I have discussed in summary. Before proceeding 
with the detailed discussion, I should like to present to the committee 
Maj. Gen. Robert N. Young, who is taking over direction of the Office 
of the Assistant Chief of Staff, G-1. 

Thank you. 

Mr. Wiceiteswortn. We are glad to have you with us, General. 

General Young. Thank you, sir. 

Mr. WiaetesworTu. General Young, I understand that you have a 
short statement to make. 

General Youna. I have been on this assignment about 4 or 5 days 
so I fear if there are any questions I will have to have my deputy an- 
swer. 


STATEMENT OF MAJ. GEN. ROBERT N. YOUNG, ACTING ASSISTANT CHIEF OF 
STAFF, G-1 (PERSONNEL) 


As you have already learned there are three principal reasons for 
the military personnel costs contained in these fiscal year 1953 sup- 
plemental budget estimates: the continuation of the Korean conflict 
a fiscal year 1953; the passage of legislation concerning combat 
pay, mustering-out pay and military pay increase subsequent to the 
finalizing of the basic fiscal year 1953 budget ; and the necessity to 
correct certain inequities rel: ative to the number of junior officers und 
promotion opportunities for enlisted personnel. The entire amount 
of $776.3 million herein requested stems from these basis causes. 

Since military strength is such an important factor in these cost 
computations a brief résumé of the strength picture will serve to 
clarify matters. The original fiscal year 1953 budget provided for 
a beginning strength of 1,560,000, an end strength of 1,552,000 and 
an average strength of 1,552,000. We entered fiscal year 1953 with 
a strength i in excess of the 1,560,000 provided for by ‘the basic fiscal 
year 1953 budget. At one time during the fiscal year 1953-54 review 
of Army requirements ae the Department of Defense it was de- 
cided to aim for a fiscal year 1953 end strength of 1,519,000 in an 
effort to absorb costs attr ‘butable to this fact in addition to those re- 
sulting from the military pay increase legislation. It soon became 
apparent that with the Korean war continuing this course of action 
would jeopardize the continuation of the combat rotation program. 
The final results of this review are the strengths for which these es- 
timates will provide—1,546,000 end strength and 1,543,346 average 
strength. That in brief is the strength background of the budget 
before you. 

There were several shortcomings in the personnel plan for which 
the basic fiseal year 1953 budget provided. First, the number of 
officers in the lower grades was insufficient. The 120,000 male and 
Wace commissioned officers allowed was the same number as that 
approved for an 18-division force planned for the original fiscal year 
1952 budget under conditions of no war in Korea. It was only last 





474 


December when the Army finally established the fact that an increase 
was justified. These estimates provide for an end strength of 123,009 
for this particular category of personnel. 

Second, the enlisted gr ade structure was too restrictive in the number 
of promotions it would permit. This matter was discussed at some 
length with the members of this committee during the hearings jy 
connection with the fiscal year 1952 supplemental “budget. At that 
time the committee indicated that we should correct this deficien ey 
at the earliest opportunity in order to give the enlisted man the pro 
motions he was promised and deserved. These estimates will accom- 
plish that objective. Enlisted promotions will continue to be closely 
controlled by a quota system to major commands from the Department 
of the Army. 

Another area requiring relief because of the continuation of combat 
in Korea is the travel program. Experience has shown that the 
number of personnel moving to and from overseas used in computing 
costs for the original fiscal year 195 53 budget was less than now antici 
nated because of the greater overseas deployment under present con. 
ditions. This is the principal reason for the increase of $56,000,000 
requested for this purpose. 

The final cause of these requests for supplemental funds is the 
legislation that was passed subsequent to the development of the 
original fiscal year 1953 estimates. The bulk of the total funds 
requested is attributable to this legislation which pertains to combat 
pay not only for fiscal year 1953 but retroactive to the beginning of 
hostilities in Korea, to mustering-out pay and to the military pay 
increase. Some of these costs have been covered by transfer of funds 
as mentioned by General Honnen. The plan of action considered 
to absorb them as previously described was abandoned when the full 

salization of its effects on the war effort was made known. In my 
opinion we have limited these requests to a bare minimum. 

I have been acting as Assistant Chief of Staff, G—1 for only a few 
days and, therefore, respectfully request your permission to call on 
my deputy, Brigadier General Powell, and mambers of my office staff 
for assistance in answering detailed or technical questions. 

Mr. Wiceteswortu. Thank you very much. 


ABSORPTION OF MILITARY PAY 


Mr. WiceLeswortn. My attention has been called to page 10 of the 
Senate committee hearings on the appropriation for the current fiscal 
year, where there is a heading, “Absorption of military pay,” and a 
paragraph which states, among other things: 


The committee is of the opinion that the cost of the military pay raise, Public 
Law 346, during fiscal year 1953 can be absorbed by the Department of Defense 
in the amounts of appropriations recommended here. 


Further it states: 


The committee is aware of the constructive and successful efforts which have 
been made by the Secretary of Defense to improve managerial methods within 
the Department and it is confident after consultation that the absorption here 
recommended will be accomplished out of economies already planned. 


The increased annual amount appears to be $470,000,000 apparently 
applicable to the three services. 
What became of that? 
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Mr. Gartock. Mr. Chairman, as each of the departments appear 
they will indicate what they have been successful in absorbing. In 
connection with that report, the Senate also included, and it was in- 
cluded in the final bill, an authority to use 1952 funds which at the 
time they thought were available. We thought at the time they were 
available for that purpose also. 

We took the matter to the Comptroller General and he ruled that 
it was not available for that purpose. Therefore, as Mr. Lawton 
indicated in his letter to the President on the supplemental appropri- 
ation, it was necessary to ask for the additional funds for the military 
pay raise. 

We have prepared, and each department has prepared, to indicate 
to you the funds that would have been available to offset this pay in- 
crease, and I think if the provisions in that section had operated as we 
thought they were going to operate—except for the Army—we would 
have been in a position to absorb all the costs. 

Now, under the problems of the Army absorbing it, there is the 
heavy expense of maintenance and operation appropriation which 
might have made a contribution to this, but the continuation of the 
war in Korea, as General Honnen testified this morning, was an exe ep- 
tionally heavy drain on this appropriation. We have been reviewing 
that the last few days, and we have, by reprograming, by delay in 
pushing some programs, and by other actions of that kind, accimu- 
lated about $400 million which would have just about taken care of 
the Army’s requirements, except that we now have to apply that to 
winter clothing for next winter if it is to be available in case we 
need it, and to additional engineering supplies and equipment. So we 
got our savings, but we have another requirement in that appropria- 
tion. It did not seem reasonable to us to transfer the savings and 
then come in and ask for them in the same appropriation from which 
it was transferred. 

Mr. WiceLeswortH. Do I understand from what was said this 
morning that this is the only supplemental appropriation that is 
contemplated, or will it be necessary to present a further request by 
reason of the fact that the war in Korea has continued beyond July i, 
1952 ¢ 

Mr. Gartock. Mr. Chairman, in my opinion, we will get by June 3( 
without an additional supplemental. 

(Discussion off the record.) 

Mr. Wic6LEswortu. Is there any reason why that cannot be on the 
record ? 

Mr. Gartock. I would like to have the privilege of writing a state- 
ment that can be put in there to give you the gist of it. 

(The information is as follows: ) 

At the time the budget for fiscal year 1953 was formulated, no specific funding 
was provided for combat operations in Korea beyond June 30, 1952. It was 
stated that, if necessary, a supplemental appropriation would be requested. A 
review of the situation, as of this date, indicates that some of the programs 
which were funded have not come along as rapidly as was anticipated a year 
ago. Therefore, there are areas where funds have become available to meet 
the unbudgeted Korean requirements. If combat operations in Korea do not 
increase in intensity prior to July 1, 1953, and if no other unforeseen contingencies 
arise, it appears at this time that funds presently available will be sufficient 


for the balance of this fiscal year, if reprogramed to obtain the best utilization 
possible of all available funds. 
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Mr. Wiacieswortn. As I understand, on the basis of present con 
tions it is your opinion that there will be no further supplementa| 
request by reason of the continuance of the war in Korea throug) 
June, through the fiscal year 1953. 

Mr. Gartock. Yes. 

Mr. Wiccieswortn. Now, from what has been said it appears ~ 
the overall request for the Army is $788 million in two item; one, 
net request of $776,300 for military personnel of the Army 
$11,700,000 for civilian relief in Korea. 

It further appears that the first item consists of four requests: 
First, for the pay of the Army, $761,910,000; second, individual cloth- 
ing, $17,030,000; third, travel of the Army, $56,000,000; fourth, other 
military personnel costs, $1,360,000. 

That makes a total of $836,300,000, which is to be reduced by 
$60 million through transfer from the Army National Guard in the 
amount of $27.600,000 and from Reserve personnel requirements 
the amount of $32,400,000. 

It has been indicated that you will be in a position, before we con 
clude these hearings, to suggest further savings which will reduce this 


net figure. 


MILITARY PERSONNEL 


If we consider item No. 1, “Military personnel, Army,” the overall 
appropriation to fiscal 1953, as I understand it, was $4,410 million. 
What were the obligations as of December 31 against that figure, and 
what was the actual expenditure ? 

Colonel McAuister. The obligations for military personnel, Army, 
as of December 31, $2,621,720, 000. 

Mr. Wiceteswortu. What was the actual expenditure? 

Mr. Wuire. The expenditures against military personnel appro- 
priation, Army, as of December 31, $594,499,408. That is as against 
the current year’s appropriation. 

Mr. Wiccteswortn. Then your actual expenditure is about 14 per- 
cent of the overall appropriation for military personnel of the Army. 

Mr. Wnuirrr. I would like to correct that, sir. The figure is $2.017,- 
494.309. The other figure I read was the unliquidated obligations. 

Mr. Wiceteswortu. I notice, according to your table on page 4 of 
the justifications, that the average number of commissioned officers 
under this request is to increase by 10,385 man-years as compared with 
the figure for enlisted personnel, which shows a decrease of 15.886. 

Why do we need this increase in commissioned personnel when the 
enlisted personnel is aparently going to decrease substantially ? 

General Powrexn. We are in a year of tremendous-turnover in en- 
listed personnel, as has previously been testified, where we must 
separate from the service over 700,000 men who were inducted 2 
years ago, right after the start of the Korean war. Their 2-year term 
of service has expired. 

We are replacing them on an even-flow basis into our training cen- 
ters so they may be handled in an orderly manner, and at the same 
time may be given satisfactory training before they are shipped 
overseas. 

The projection of the discharge from the service and this input 
brings down the average due to the very low strength during the month 
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of March. Two years ago, at the begining of the war in Korea, over 
100,000 men were brought into the Army in that one month. 

The officer strength was increased early i in this fiscal year to take 
care of a large number of ROTC graduates and OCS gradu: ites who 
were commissioned, therefore running up the average strength. 

Mr. WiceLeswortH. Are not those reflected in this overall table 
that you have given us? 

General Powerex. Yes; the 10,000 man- years are reflected. How- 
ever, to manage our end strength and attain an end strength of 120,000 
male and Wac officers, as provided for in the basic 1953 budget, we 
have accelerated releases of officers serving involuntarily and are now 
getting into the area of releasing officers on their own application. 
The fact remains that that large input of young lieutenants during the 
first part of the fiscal year, which was part of the buildup for a large 
army which we discussed with the committee last year, has run up the 
average figure. 

Mr. WiceLeswortH. Well, you are contemplating an average of 
130,000 commissioned officers as against an enlisted personnel strength 
in the total of 1,390,914, which would give you approximately 1 
commissioned officer for every 10 enlisted men. 

It is not clear to me why, if you are going to reduce the number of 
enlisted men, you require this suggested i increase in your commissioned 
personnel. 

General Powerit. Mr. Chairman, for many years the percentage of 
officers in the overall strength of the Army has been figured at perhaps 
10 percent as a good requirement figure. When you compute all the 
requirements for commissioned les adership and responsibility, that is 
true. That figure has been considerably below 10 percent in the past 
years, and as the strength of the Army has increased it goes down 
proportionately. This request would give us in the neighborhood of 
about 8 percent commissioned officers in the total strength of the 
Army. 

Mr. WiceieswortH. Your revised figure ? 

General Powe.u. Yes, sir. 

Mr. Wiceiteswortu. Well, if the figures I cited were correct, 
would be practically 10 percent. 

General Powe. In using the man-year figure it would be slightly 
higher due to the large number brought in at one time, but the number 
we maintain for the structure would be about 8 percent. 

Mr. Wicereswortn. 130,000 would be almost 10 percent of 
1,390,000. 

General Powetn. I should also like to call your attention, Mr. 
Chairman, to the initial strength with which we entered the fiscal 
year: 127,997 male and Wac officers. That was due to a variety of 
causes, the principal one being the commissioning of the ROTC grad- 
vating class. You see, those boys are left in college and exempted ‘from 
induction into the service if they agree to complete their education, 
qualify for a commission, and then serve on active duty for 2 years. 
We feel that they are obligated to serve and we, in good faith to the 
interest of the Government. are obligated to employ their services. 

Mr. Osrertac. Are they compensated during that time? 

General Powewn. They get only a ration allowance and are issued a 
uniform. They do not draw pay. 
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Mr. Miturr. That has been true only in the last 2 years. 

General Powreti. The advanced course. The fact does remain tha; 
large numbers of them would have been inducted into the service as 
enlisted men. 


PAY AND ALLOWANCES, OFFICERS 


Mr. WiceieswortH. Well, item No. 1, a large item, is broken down 
into 3 or 4 subitems, and we find each of those items again broke 
down, starting with page 8 of the justifications. 

The first subheading is “Pay and allowances for commissioned 
officers,” where there is requested an increase of $87,155,000. Of that 
increase, $46,175,344 appears to be in respect to basic pay. That is a 
percentage increase of 4 percent, I take it, required by Public Lay 
346 . 

General Powerit. Yes, sir. 

Mr. WiccteswortH. That is based on the number of man-years in 
each rank if the increase is granted, and the statutory rate plus 4 
percent in each case? 

General Powetu. Yes, sir. 

Mr. Chairman, the detailed rates and computations can be justified 
by the Chief of Finance of the Army, who is here and prepared to go 
into the details of how that is arrived at, if you care to hear him. 

Mr. Wiceiteswortn. For rental and allowance, there is an increase 
of $17,383,690, which is shown in some detail on page 10. 

What is the basis for the rate applied there? 

General Powetu. That is a combination of increased strength and 
the increase of 14 percent allowed by the pay-raise legislation. 

Mr. Wiceieswortu. It is a fixed statutory allowance for each rank’ 

General Powetu. Yes. 

Mr. Wiccieswortu. For subsistence allowance there is an increase 
of $14,434,005. What is the basis of that computation ? 

General Powetu. It also is a combination of increased strength and 
pay increase. 

Mr. WiccLeswortn. We have a 1-line justification here that says 
130,385 man-years at $574.56. How is that $574.56 arrived at ? 

General Powe. That is a statutory computation. 

Mr. Wicetrsworru. Is it a specific dollars-and-cents allowance 
according to statute? 

General Powe.u. Yes. 

Mr. WicciteswortH. Which is increased here by 14 percent ? 

General Powe .t. Yes. 


INCENTIVE PAY 


Mr. Wiccieswortn. There is an item of incentive pay for hazardous 
duty, airborne troops, $4,560;000, 3,800 man-years at $1,200. Is that 
affected by new legislation ? 

General Powe. No, sir. 

Mr. Wiceteswortu. Both the 3,800 man-years and the $1,200 are 
estimates? 

General Powerit. Yes, on the projected strength during this year. 

Mr. Wiecteswortu. The amount is also an estimate? 

General Powreii. The amount is fixed by statute. 

Mr. Wiccieswortn. How about flying pay? 
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General Powe... The amount is fixed by statute based on our pro- 


jected strength, sir. 


Mr. WicGLteswortu. Why is more required for this than in the 
regular bill? 

General Powe. It will be necessary for us to maintain more flying 
oflicers due to the continuation of combat—and I mean our own 
Army pilots. 

Mr. WiceLeswortn. What was the original figure on which the 
appropriation was bs ased ? 

Colonel Bunge. 2,500, in the original estimate and in this one 2,600, 
sir 

Mr. Wiccteswortu. An increase of 100 man- years ? 

Colonel Bunge. Yes, sir; that is correct. 

Mr. Wiacieswortu. The next item is station allowances. Is that 
due to new legislation ? 

Colonel Buper. That increase is due to the fact that we are just 
now making the adjustment brought about by the Joint Travel Regu- 
lations. Although these regulations came into effect April 1, 1951 
you gentlemen will have to ‘take into consideration the fact that the 
original 1953 budget was started at approximately the same time, and 
we had absolutely no information or experience on which to judge the 
number of personnel that would result from the advent of these regu- 
lations. That is the reason for the increase. 

Mr. Wiceteswortu. The combat-pay item is brandnew and is all 
due to new legislation ? 

General PowEe.u. Yes, sir. 

Mr. WieeLeswortu. It amounts to $8,368,520. The number of per- 
sons entitled to that pay is known, I take it, in respect to 1950, 1951, 
and 1952, and it is estimated for 1953 ? 

General Power. Due to the retroactive provision of the law the 
number of personnel to receive combat pay for 1950, 1951, and 1952 
is an estimate. For 1953 the number is estimated based on a projec- 
tion of those actually being paid combat pay thus far this fiscal year. 


PAY AND ALLOWANCES OF ENLISTED PERSONNEL 


Mr. Wieeieswortu. The second subheading is “Pay and allowances 
of enlisted personnel,” where there is an increase requested of $309,- 
460.000. There is a breakdown on page 15 of the justifications and 
subsequent pages. 

There is a $35 million increase for basic pay. That is simply the 
4-percent legislative increase ? 

General Powety. Yes, sir. 

Mr. Wiceieswortu. For quarters allowance there is an increase of 
$81,210,000. That is the application of the 14-percent increase ‘ 

General Powrtn. Yes. sir; that is the statutory increase. 

Mr. WiecieswortH. What about foreign duty pay which shows an 
increase of $4,538,668 ? 

Colonel Bupcr. That is due to increased numbers. The rate is 
statutory. 

Mr. WiceteswortH. How many additional personnel does that 
involve ? 

Colonel Buper. The difference between 619,000 and 672,928 man- 
years. 

29310—53——31 
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Mr. Scrivner. What is the rate on foreign duty ? 

Colonel Buper. Foreign-duty pay varies with the grade, Mr. 
Scrivner. 

Mr. Scrivner. How is it based ? 

Colonel Bunce. For a master sergeant, E-7, it is $22.50 a month: 
for an E-6, $20; for an E-5, $16; for an E-4, $13; for an E-3, $9, and 
for an E-2 or an E-1, $8. 

Mr. WiccteswortH. When you revise your remarks will you please 
insert a table in the record that will show a breakdown by the 
grades you have just indicated ? 

Colonel Buper. Yes, sir; we will insert a table. 

(The matter referred to is as follows :) 


Monthly pay rates for foreign duty (Sec. 206, Public Law 351, 81st Cong.) 


Monthly rates 
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Mr. WiccteswortH. Another big item here is the combat pay item, 
$143 million. Where is that shown? 

Colonel Buper. On page 18. 

Mr. Osrertac. How about quarters allowance; is that statutory! 

Colonel Bunce. Yes, sir; it is the Dependents’ Assistance Act. 

Mr. Wicceieswortu. Here, again, for the fiscal years 1950, 1951, and 


Pay grades: 


1952 the figures are actual figures in terms of those entitled to this 
pay and those for 1953 are estimated. 

General Honnren. With 6 months’ experience, Mr. Chairman, in 
1953. 


FLIGHT PAY FOR ENLISTED PERSONNEL 


Mr. Scrivner. While Mr. Wigglesworth is looking for another 
matter, I notice on page 15, that although in your other sheets you 
showed an increase in flight pay for Army aviators among the officers 
you are showing a reduction in flight pay in the enlisted ranks. Why 
is that ? 

Colonel Buner. This item covers the training program for enlisted 
personnel who are student pilots for the helicopter program. As | 
understand it, this program is being cut down; is that right / 

General Powe... Correct. 

Colonel Buper. And the number that is required to complete that 
program is less, Mr. Scrivner. 

Mr. Scrivner. It has been a little hard for a lot of people to under- 
stand, and quite frankly I cannot see why you cannot make more 
use of noncommissioned flyers rather than having them all commis- 
sioned. This program, I think, should be encouraged rather than 
diminished, but you do show a decrease here, at least temporarily. | 
suppose that it will go up when you become more and more airborne i!) 
the Army. I foresee the day again when the Army will have its avia- 
tion force almost as large as it was before we had unification. 
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General Honnen. I might add, Mr. Scrivner, that a large number 
of our aviators are in warrant-officer grade, not commissioned grade. 
‘They are lumped under the pay of the officers there. 

Mr. Scrivner. It still does not answer the question in many people’s 
minds as to why a person must have a commission in order to fly, and 
why we cannot, as nearly every other nation does, and some of them 
have some pretty good air forces, too, have a predominant number 
of noncommissioned officers flying rather than a predominant number 
of commissioned officers flying. 

General Powe.u. I agree with you in principle that every pilot 
should not be an officer. 

Mr. Scrivner. Not of necessity. 

General Powerit. No; not of necessity. To begin with, as years 
vo on and he accrues higher rank we will get less use out of him. 
However, at the early inception of this greater aircraft program in 
the Army we are anxious to train officers in the fundamentals of this 
business in order to take care of more helicopter units when we 
eventually get them. 

Mr. Scrivner. Am I to infer from that that there will be in the 
future a stepped-up program for noncommissioned flyers? 

General Powrtx. Yes, sir; that is the plan at the proper future 
time. 

Mr. Scrivner. I think there will be a happy response to that. 

Pardon the interruption, Mr. Chairman. 


STATION ALLOWANCES, ENLISTED PERSONNEL 


Mr. Wieeteswortn. There is an increase for station allowances 
here, I see, of $10,136,000, based on 22,600 man-years at $760. What 
does that reflect? 

Colonel Buper. That reflects an increase over the original estimate 
from 3,200 to 22,600. 

Mr. Wieeteswortu. The original figure was what? 

Colonel Buper. 3,200, sir. 

Mr. WiceteswortH. 3,200 man-years ? 

Colonel Buper. Yes, sir. 

Mr. Wiecteswortu. It is now up to 22,000? 

Colonel Buper. Up to 22,600. 

Mr. WieeteswortH. What is the explanation of that? 

Colonel Buper. The explanation is practically the same as I gave 
for officers, the fact that the joint travel regulations has increased the 
base but decreased the rate. The reason for that, of course, was ex- 
tending station allowance privileges to all enlisted and officer per- 
sonnel who have dependents overseas. That is a provision of the 
joint travel regulations. 

Mr. WiGGLESWorRTH. Is that a statutory requirement? 

Colonel Buner. Yes, sir; the joint travel regulations are based on 
section 303 (b) of the Career Compensation Act. 

Mr. Miter. Can you summarize the regulation that you re- 
ferred to? 

Colonel Buner. It is a short one, and I will read it: 

Without regard to the monetary limitations in this act, the secretaries of the 


uniformed services may authorize the payment to members of the uniformed 
Services on duty outside the continental United States or in Alaska, whether or 
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not in a travel status, of a per diem considering all elements of cost of living 
to members and their dependents, including the cost of quarters, subsistence 
and other necessary incidental expenses. 

Mr. Ostertac. That says “may,” or “shall”? 

Colonel Buncér. May authorize payments. 

Mr. Mitrer. Does that state in each location that it requires an 
order fixing a per diem for personnel? 

Colonel Buper. The regulation, fixing the amount of per diem and 
geographical location in which paid, is contained in the joint travel] 
regulations. The per diem, travel, and transportation allowance 
committee, who are representatives of the Secretaries’ offices of the 
various services, set forth the amount that may be paid under these 
regulations, and the locality in which paid. 

Mr. Miuirr. Do the regulations fix different rates for different 
localities ? 

Colonel Buper. That is right, sir. 

Mr. Mitzier. What is the maximum ? 

Colonel Buper. The joint travel regulation contains two tables in 
the appendix which cover all of the geographical locations where the 
allowances are payable and prescribe the rates which are to cover 
increased cost of living. That is the basis for the rates. 

Mr. Mitier. Does the Department have complete discretion in this 
matter or does the act provide a limitation on the per diem? 

Colonel Buper. I am not sure on that particular point, sir. I can- 
not answer that question as to whether or not there is a maximum. 

Mr. Garvock. There is no limitation in the statute. 

Mr. Mixrer. In other words, you could make it $50 a day, $5 a day, 
or $1.50 a day, depending on circumstances? 

Mr. Gartock. Depending on circumstances and the cost of living at 
the particular location. With respect to the amount of territory 
covered by each area it would cover an area where the cost of living 
is reasonably comparable, and in certain foreign areas you get rather 
small areas, and then because of rental changes between the areas we 
just have to fit them to the requirements of the personnel. 


TERMINAL LEAVE PAYMENTS 


Mr. WiccieswortH. Under lump-sum terminal-leave payments 
there is an increase of about $24 million over and above the $70 million 
appropriated. What can you say about that? 

Colonel Buper. There are three reasons, Mr. Chairman, for the 
increase in the lump-sum terminal-leave payments. First, of course, 
it is affected by the pay increase because the lump-sum terminal-leave 
payment is based on the amount of accrued leave at the pay rate on 
date of separation. 

The second reason is that there are more individuals who are draw- 
ing lump-sum terminal leave than the number originally estimated in 
the 1953 budget. 

The third is due to the separation policy that we have in effect now. 
Early separations from the service, or separating the men immedi- 
ately after they return from overseas has a tendency to increase the 
number of days leave they receive in a lump-sum payment. For ex- 
ample, a selectee who is brought in for 2 years’ service has an oppor- 
tunity to utilize only about 7 days preembarkation leave before going 
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overseas. However, he has a leave potential of some 60 days which 
he can accumulate over a period of the 2 years, and he does ‘not have 
an opportunity to use much of this leave while he is overseas. If he 
is brought back and separated from the service almost caianaiakals 
upon rez aching the States you can see that he does have a considerable 
number of days accrued leave for which he is compensated in a lump- 
sum payment. 

Mr. Osterrac. It is cumulative leave, is it not? 

Colonel Buper. Yes, sir. It is paid in a lump sum for leave which 
he has not been able to utilize during his period of service. 

Mr. Forp. Do you find it more satisfactory to expedite the use of 
selectees in the early days of their term of service and then to get them 
out of the service more rapidly at the end of their period of service ?/ 
That is in effect what you are doing, is it not / 

Colonel Bunge. If I get your question correctly, if we are to get any 
service out of a man during the short period of time he is in the service 
he must be kept very busy during the training period prior to being 
sent overseas, and most of them can be granted only 7 days’ preem- 
barkation leave. They do not have time for a period of leave while 
they are here in the States, and their ability to get leave overseas is 
limited. Of course, with an early separation polie: y when he comes 
hack we have to pay him for that accrued leave. 

Mr. Forp. He is only paid for the accrued leave, not for the poten- 
tial leave over the 24-month period ? 

Colonel Buper. Yes, sir; only for the leave he has accrued and has 
not used. 

Mr. WiceieswortH. What was the original number of individuals? 

Colonel Bupér. 644,000. 

Mr. WiecLeswortH. Why the increase of 5,500? 

Colonel Buper. The number of separations did not materially 
change, that is, the gross number of separations. However, in com- 
puting the number that will receive lump-sum terminal leave we ap- 
proached it on this particular basis. 

For instance, how we arrived at this 649,461 may be of interest to 
you. 

The gross loss is 862,309. From that number we deduct those who 
go to OCS and do not receive lump-sum terminal leave; 300 who re- 
ceived direct commissions ; 859 receiving warrant-oflicer appointments, 
and we also have 7,774 deaths who aren’t eligible to receive lump-sum 
terminal leave payment. This leaves a tot: al of 843,456. We further 

reduce that by estimating that 77 percent of these net losses would 
receive terminal leave. This results in the figure of 649,461. Although 
there is no material change in the number of gross losses, the adjust- 
ment is in the percentage “factor and is based on our latest experience. 


PAYMENTS UNDER THE MISSING PERSONS ACT 


Mr. Wiceteswortn. There are a couple of other items here that I 
should like to inquire about. Payment under the Missing Persons Act 
seems to call for an increase of about $11,438,000. Why that increase / 

Colonel Bunce. That is principally due to the continuation of hos- 
tilities. It is also affected by the pay raise and combat pay legislation. 

Under the original 1953 budget it was assumed that hostilities would 
cease and the amount in the original estimate was for payment of those 
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personnel being phased out of a missing status as of June 30, 1952, 
Therefore, this year, due to the fact that we are having continued 
hostilities, it is necessary for us to make payments to all of those who 
are missing for the entire year rather than for over just the period of 
a few months during the phasing out period as was originally con- 
templated in this budget. 

Mr. Osrerrac. Is that another cumulative proposition ? 

Colonel Bupce. They will not change materially, although, of 
course, a portion of their pay is being paid to their dependents when 
they are missing or captured, in the form of allotments. The major ity 
of them have allotments to dependents. 

Mr. Osrerrac. But that is not based on an anticipated increase in 
the number of missing persons? 

Colonel Bunce. No, sir, it is just assuming that they continue 
throughout the year rather than phasing them ‘out as or iginally con 
templated in the budget. 


SEVERANCE PAY 


Mr. WiacLeswortH. Severance pay shows about a half million dol- 
lar increase there. 

Colonel Buper. Severance pay is only paid to enlisted personnel 
on the basis of separation due to physical disability. Their percent of 
physical disability does not warrant them drawing disability retire- 
ment pay. Therefore they are given severance pay, and this increase 
is based entirely upon experience. 

Mr. WieeieswortH. On page 15 and also on page 8 the first column 
is entitled, “Presently Available.” Does that represent the original 
allocation to these items we have been discussing at the time you Justi- 
fied the 1953 appropriation, or has that been revamped ? 

Colonel Buper. No, sir; that is as it was appropriated, net of 
adjustment for cuts. 

Mr. Wiceiesworrn. It represents the basis of your justifications 
at the time the regular bill was under consideration in each instance’ 

Colonel Buper. That is right, yes, sir. 

Mr. Osrerrac. There is nothing that shows the balance here, is 
there? 

Mr. Wiceteswortn. Balance of what? 

Mr. Osrerrac. The balance of what is on hand, or the unexpended 
balance. 

Mr. Wiccieswortu. We have figures for the overall appropriation 
for military personnel of the Army of which all of this is a subdi- 
vision. I intended to ask about page 4, where you show an increase 
in Pande request for commissioned officers, a decrease in respect of 

‘ant officers, nurses, enlisted personnel, cadets, and so forth. 
W hat savings do those reductions represent? 

Colonel Buper. The overall savings from other projects other than 
commissioned officers, enlisted personnel, and mustering-out payments 
total $7,540,000. 

(Discussion off the record.) 

Mr. WiceieswortH. That would represent the savings in respect to 
the four items I mentioned? 

Colonel Bupaz. Yes, sir, 
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KOREAN WAR 


Mr. Scrivner. Mr. Chairman, after hearing some of this, I think 
people might appreciate how it feels when a man is standing up with 
another man holding his hands behind him and a third man socking 
him on the nose, because that is exactly the situation we are in here. 

We are faced with the condition of having our hands tied by con- 
gressional action which provided for increased pay and all we can do 
is make the financial appropriation for it. All of these hearings up 
to now also point out another thing which we have discussed in our 
appropriation hearings, namely, the somewhat ridiculous position it 
puts us in of having had a budgetary assumption which was not based 
upon fact or logic, namely, that the Korean war is going to stop by 
the end of each fiscal year. 

Some of these figures here and some of the results given here show 
how fictional that assumption was and how much it complicates the 
task of the military as well as the members of this committee. 

That brings me to one further question, which may not be pertinent, 
but, what assumption is the military going to make in the presentation 
of the 1954 budget? Will it be the same one? 

General Honnen. No combat. 

Mr. Scrivner. There should be one place in these hearings where 
you can show exactly how much of these supplemental funds are due 
to the fact that the budgetary assumption was false; namely, how much 
of this is attributable directly to the fact that the war in Korea con- 
tinued past the first of this fiscal year. It shows in spots, but it should 
be put in one place so when we go on the floor we can say, “These are 
due to the fact that the war in Korea continued.” 

Incidentally, you are all free now to call it a war. You have a new 
Commander in Chief who has so designated it, so you do not have to 
shadowbox and call it a conflict or anything else. 

I just want one place which will show how much cost in this budget 
is due to the continuation of the war. 

General HoNNEN. Maybe we can insert that. 

Mr. Scrivner. At any place where it seems logical and appropriate. 

(The information is as follows:) 


Costs in military personnel Army budget in fiscal year 1953, due to continuation 
of war, by budget program 


Pay of the Army $592, 300, 000 
Subsistence 166, 703, 173 
Individual clothing 60, O89, 73: 
Travel of the Army 77, 100, 000 
Other military personnel costs 


900, 852, 911 


COMBAT PAY 


_Mr. Scrtvner. Another question arose in my mind. I have not had 
time to figure it out and probably there is an answer. While you are 
requesting $153.4 million, you are nang a request for combat pay 


of $123 million of the $153 million for fiscal years 1950, 1951, and 
1952, which would leave only about $30 million for 1953. 
General Honnen. Yes, sir. 
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Mr. Scrivner. You must have some figures, but it just does not see) 
logical that the pay would break down that way. 

General Honnen. That is our best estimate, Mr. Scrivner. Haye 
you got it broken down, Colonel Budge ? 

Mr. Scrivner. That certainly does not sound like you will have 
very much for this fiscal year for combat pay, $30 million. Of course. 
we are anticipating, from what we have been told, that there will he 
more Republic of Korea troops in the line and fewer United States 
troops in the line. 

General Powe... Yes, sir; that is true. In addition, we must ye 
member that this year we have settled to a stabilized type of war. 

Mr. Scrivner. Up to now. | 

General Powe... Yes, sir; up to now. Fewer units are exposed to 
the 6 days of fire every month. In the early days in Korea we were 
subjected to fire no matter where we were. Enemy fire in the rear 
of the so-called front was perhaps in along every day. This had to 
be projected on the basis of present experience. 

Mr. Scrivner. At any rate, you feel that the figures you have 
developed for the amount necessary for combat pay in 1953 are based 
upon a fairly logical group of facts? 

General Powetu. Yes, sir; unless the overall situation so far as 
combat is concerned changes. 

Mr. Scrivner. General McAuliffe did not come back, did he? 

General Powe. No, sir. 


COMBAT READINESS 


Mr. Scrivner. I was a little surprised by one statement he made, or 
that somebody made for him. That is the statement on page 3: 


The action taken has not improved our combat readiness position. 

That is hard for me to believe. I think we are in a much better state 
of combat readiness now than we have been. 

Mr. Garvock. I think if you will go back a little bit you will find 
that what General McAuliffe said was that by the diversion of some 
of the supplies and equipment to Korea—that diversion without im 
mediate replacement and looking at that one action—had the effect 
of lowering readiness, because it lowered the general level of supplies. 
In other words, had we procured the same amount and had not used it 
in Korea, or if we had immediately replaced everything, we would 
have a broader stock level or a better mobilization or combat poten- 
tial. Within that narrow range I think you will find it is correct. 

Mr. Scrivner. That is one of the reasons I raised the quesiion. 
Standing as it does it just did not read very well. Of course, we 
know that if you were providing a certain amount of reserve supplies 
and then instead of having them on the shelf in reserve or in some 
warehouse you had to use them in Korea you are going to have a 
smaller amount of reserve supplies. 

Even that action, as I look at it, as the facts have been presented to 
me and as I have tried to keep my finger on them during the course of 
the year, does not bear out the statement that we have not improved our 
combat readiness position. I think we have. We are tremendously 
stronger and more combat ready now than we have been since the war 
started. If we are not, the War Department has wasted a terrific 
number of billions of dollars of the taxpayers’ money. 
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Coming to General Honnen’s statement, I wonder, General, if you 
would mind, for the sake of the record, posterity, and history, ade ling 


one word in the second line of your statement on the first page, to have 
it read: 


Where set forth in President Truman's message of January 10 
Because some day somebody is going to forget President Truman was 
President January 10 of this year. 

(Diseussion off the record.) 


TRANSFER FROM FUNDS OF RESERVE COMPONENTS 


Mr. Scrivner. You refer here to the fact, on page 2 of General 
Honnen’s statement, that it is going to be possible to meet part of this 
new supplemental demand by transferring $60 million from the ap- 
propriation of the Army Reserve components, $32 million being from 
the Reserve personnel requirements and $27 million being from the 
Army National Guard appropriation. 

General Honnen. Yes, sir. 

Mr. Scrivner. | would assume from that, then, that that is an indi- 
rect admission that the requests made for those 2 components were 
overestimated for the fiscal 1953. Otherwise you could not make the 
transfer. 

General Honnen. I do not think that the latter statement is correct, 
that they overstated them in 1953, 

Mr. Scrivner. When these hearings are made public the first thing 
that is going to happen is that all the wrath of the gods is going to 
descend upon you and upon us for depleting the Reserve funds and 
transferring them to something else. 

General Honnen. Yes, sir. 

Mr. Scrivner. So there should be a very full and a very complete 
and very comprehensive statement in this hearing, right at this point, 
showing how it is possible for you at this time to transfer $60 million 
the Reserve activities and make it available for the increases called 
for in this appropriation. 

General HonNNEN. Yes, sir. 

General Decker. Mr. Scrivner, if I may speak to that point, you 
are correct. The Reserve components have not attained the strength 
we thought they would attain when we appeared before you last 
year. 

Mr. Scrivner. We did not think they were going to, either. 

General Decker. You were right. As we said at the time, it was 
anybody’s guess how many people would come into the Reserve. We 
have found our expectations have not been reached. They have fallen 
short of our goals at that time. That is one reason for this. 

Mr. Scrivner. Since you are on that, General, just add to this the 
figures upon which this computation was made. 

General Decker. Yes, sir; I will insert the figures on which we based 
the budget, what we have now, and what we expect to have in a year. 

(The ‘information is as follows :) 


1. The Department of Army is able to transfer $60,000,000 from the Army 
National Guard and Reserve personnel requirements appropriations during the 
fiscal year 1953 for the following reasons: 

(a) At the time the fiscal year 1953 estimates under these appropriations were 
defended before Congress, it was estimated that approximately $93,000,000 
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fiscal year 1952 funds would be unobligated on June 30, 1952, and continue 
available through the fiscal year 1953. Actually, the unobligated balance carrie 
forward on July 1, 1952, was approximately $130,700,000. The net result was 
to immediately make available to the Department of Army $37,700,000 excess 
to its requirements to accomplish its planned program at that time. 

(b) The planned program on July 1, 1952, was for the training of personne] 
based on the following strength data. 


| ! 
| Ingoing July | Outgoing | , 
1, 1952 June 30, 1952 Average 
| 





Army National Guard ; . 300, 000 
Army Reserve hse / 250, 000 





(c) Since the beginning of the fiscal year the Department of the Army has had 
5 months’ experience as to the number of returning guardsmen, reservists, and 
selectees with a remaining Reserve obligation. Based on this experience it has 
been necessary to reevaluate our position relative to current and anticipated 
strength with the following result: 


Ingoing Outgoing | Actua 
July 1, June 30, | Dee. 31 
1952 | 1953 1952 


| ; 
Army National Guard ,aliemnnelaakemeiael 215, 400 282, 000 | 248, 700 934. 000 
Army Reserve ba | 135, 000 200, 000 167, 500 | 127, 30( 


(d@) Based on the above-revised strength figures, the dollar requirements have 
been recomputed and it has been found that as a result of these decreased 
strengths, an additional $22,300,000 will be saved. This, together with $37,700,- 
000 excess carried forward from fiscal year 1952, results in a total excess of 
$60,000,000 available for transfer. 

(e) The foregoing dollar savings are broken down by appropriation as follows: 


| 


Excess Excess as 
| brought for- result of 
Appropriation | ward for revised 
fiscal year strength 
1952 data 


Army National Guard__-_- cars | $20, 000, 000 $7, 600, 000 $27, 600, 000 
Reserve personnel SeuinemeMts,. 26s deci n dn aehinta 17, 700, 000 | 14, 700, 000 32, 400, 000 


37, 700, 000 22, 300, 000 60, 000, 000 


2. The present review as of this date develops an additional savings of 
$10,700,000 based on the projected strengths as follows: 


| Outgoing 
June 30, | Average 
1953 | 


Ingoing July 
1, 1952 


Reserve personnel requirements 135, 000 


i : 
Army National Guard__-. ak 215, 400 | 270, 000 | 242, 700 


160, 000 147, 500 


3. The additional savings would be $4,300,000 in the Army National Guard 
and $6,400,000 in Reserve personnel requirements. These savings are recapped 
as follows: 





ey 
Initial sav- | Additional I 
ings savings Total saving 


Ageny National Guard ioc snc 8 . ccasisieciicivedcdesunscue $27, 600, 000 $4, 300,000 | $31, 900, 000 
Reserve personnel requirements _ 32, 400, 000 6, 400, 000 | 38, 800, 000 


60, 000, 000 | 10, 70, 00 | 70, 700, 000 
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Mr. Osrertac. Would you mind an interruption? 

As to the National Guard, does that mean there is a diminishing of 
the use of the guard? 

General Decker. Not a diminishing of the use. We still have the 
target to shoot for in the guard, but the men are not coming in. They 
just cannot reach their enlistment goal; that is the difficulty. 

Mr. Ostrertac. You cannot get equipment, either. 

General Decker. There is no diminishing of the concept of what 
we will do with the guard, but we cannot get the men. 


SUBSISTENCE 


Mr. Scrivner. Now, turning to page 1 under tab 2 of your justi- 
fications, I am a little baffled by the fact that you show here that we 
did provide $653,050,000 for subsistence, and your revised estimate, 
although there is a difference in strength, is exactly the same figure. 
How do you pull that one out of the hat? 

General Decker. There has been an additional requirement for 
subsistence due to the continuation of combat in Korea and the use 
of operational rations as compared to the normal ration that you 
would use in peacetime. However, we are absorbing that and asking 
for no additional money, by reducing the amount of stockage in the 
subsistence pipeline. General Marshall is here and can speak spe- 
cifically to that point. That, in general, is the reason behind it. 

Mr. Scrivner. That was a pretty good mirror trick, General. How 
did you do it? 

General Marsuauu. Which is that, sir? 

Mr. Scrivner. I want to find the technique, so that I can show it 
to the rest of these gentlemen so that they can change their figures 
and still come up with an even figure on personnel and so forth. That 
is as to your subsistence figure. 

Of course, do not get us wrong. We were not angry because you did 
not ask for more money, but we wonder how you get by with the same. 
As a matter of fact, 1 thought you should have some decrease there. 

General MarsHa.u. That is right, sir. Instead of coming in with 
a subsistence estimate for a deficiency, which will run approximately 
$100 million, sir, we are using the money ream or a peace- 
time budget to cover the combat requirements in Kofea. 

Mr. Scrivner. How are you going to do it? 

General MarsHat. In the first place, there was money given to us 
to buy combat rations, additional combat rations this year for combat. 
The state of combat at the moment permits the issuance of the A 
ration to the front line. Therefore we do not need that $16 million to 
buy combat rations. 

n the second place we have reduced our stock of combat rations 
which was bought in 1952 on the basis that we would have active 
combat. That amounts to about $40 or $45 million. By issuing those 
rations we will have the regular ration money available. 

Additionally, the sales that we make to other agencies have reduced 
to where we can apply working capital funds by reducing the working 
capital necessary to finance sales. We can use that money. 

It totals up that we have been able to accumulate about $100 million 
either in cash or in stocks to support Korea. Therefore, we are not 
asking for a deficiency estimate. 
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Mr. Scrry yr Now, where do we get some benefit of the fact that 
rather than 552,000 your average strength is going to be 1,543,000) 
That is a agar of about 9,000 which, i na rough estimate fo; 
subsistence, would be how much ? 

General MarswHauu. The ration is $1.14, sir. 

Mr. Scrivner. We calculated it on $1.20. 

General Marsuaui, It was originally calculated on $1.20, but ther 
was a reduction of $32 million against the appropriations, and that, 
converted into the rations, made it $1.14. 

Mr. Scrivner. But you still have a difference of 9,000 people a day 
to feed. 

General MarsuHauy. That is right, sir. Iam sorry I do not have the 
detailed calculations here, sir, but we computed our requirements on 
the revised strength, revised requirements for combat rations, and the 
revised feeding in Korea, and we feel that we can take care of the 
deficiency in that manner. 

Mr. Sorrvner. It does not register. 

General Marsuauy. I beg your pardon? 

Mr. Scrivner. It does not register, because you are going to hav. 
smaller average strength in the Army than you anticipated hen. we 
started hearings last year. 

General Marsnaty. That is correct, sir. 

Mr. Scrivner. There has not been an increase in the cost of the 
ration. 

General Marsnaty. The ration has gone up. 

Mr. Scrivner. How much? 

General Marsuauu. Up to $1.18 and back again, sir, so our average 
is going to be a little higher than $1.14. The average went up to 
about $1.18 in September and October and then back down again. 
As of December the ration was $1.14, which is the figure we got. money 
for. 

Of course, we did not get funds to cover the $1.20 ration. The 
reduction of $32 million, converted to a ration figure, comes out to 
$1.14, which is the present cost of the ration. 


PROMOTION OF ENLISTED PERSONNEL 


e 

Mr. Scrivner. Now, there was one thing on General Young’s state 
ment I was interested in. When Mr. Sikes was chairman of the Army 
Appropriations Subcommittee last year one thing discussed rather 
fully was the fact that the enlisted men were not being given promo- 
tions which they had been promised when and after they enlisted. 

As I understand the statement now, part of this increase which is 
requested is to make it possible at the earliest opportunity, as shown 
on page 2, to give the enlisted men the promotions they were prom- 
ised and deserve. I do not know exactly how much is involved in 
that, but whatever it is, it is a matter of absolute justice that it should 
be done. 

As a matter of fact, the hearings last year disclose that. the Army 
was criticized for not having done it when it was due, and for not 
having kept its promise to these men that had been made. I for one 
am glad to see that in these supplemental funds, much as I dislike to 
see them, this has been provided for. 
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That is one phase of it to which I would raise no objection whatso 
ever, because if there is any one thing that will demoralize a man who 
has enlisted voluntarily, a man to w hom you might logically look for 
reenlistment, it is to start out, as many of them had to start out, hav- 
ing had promises made to them that promotions would be made after 
they fulfilled certain requirements, and then to have those promises 
not fulfilled. Particularly was it embarrassing and unfair to the 
committee to tell them when they did not get the promotions that it 
was because Congress had not provided the money for them. If the 
Congress did not, it was solely because the military had not made 
the request for the funds, because I know this committee well enough 
to know that there would never have been any refusal to provide the 
funds necessary to pay these men for their increased pay upon their 
promotions, when they got them. 

General Powett. Thank you very much, sir. As you know, we are 
always concerned with giving these men their just promotions. We 
will again cover this point in the 1954 appropriations. 

Might I speak off the record just a moment, Mr. Chairman 4 

Mr. WiceLeswortnH. Yes. 

(Discussion off the record.) 


ADMINISTRATION OF COMBAT PAY 


Mr. Forp. General, I should like to know the experience of the 
Army in the handling of the combat pay. 

General Powerit. Do you mean, sir, the administrative problems 
which have developed ? 

Mr. Forp. That is correct. 

General Powerit. Colonel Budge can answer that better than any 
one 1 know. 

In general I might say this: The current payments for the men 
in the Army now are presenting no great problem. However, after 
the enactment of the law, to go back and aceur: ately establish the units 
eligible for it and to get a true and honest list of the men who were 
in those units and could receive the pay, has presented quite an ad- 
ministrative headache, both for the Chief of Finance and for the 
Adjutant General, who produces the personnel reeords. Therefore, 
the retroactive payment has necessarily been slow. We do not want 
to overpay anyone, yet we must give everyone his just remuneration. 
Current payments are being made on schedule and without too much 
trouble. 

Mr. Forp. According to the statement by General Honnen, the total 
request for combat pay is $153 million or thereabout. Is that just 
for payments for service, or does that include the administrative cost 
as well? 

Colonel Buper. That only includes the payments at $45 a month. 
It does not include the administrative cost. 

Mr. Forp. Have you any idea what the administrative cost would 
be on a payment of $153 million? 

Colonel Buper. No; I do not. You would have to take into con- 
sideration the workload factor of the Adjutant General and also of 
the Chief of Finance. The Adjutant General accepts the applica- 
tions. He checks the man’s service against General Order III, which 
establishes all of the units. Then he sends that particular applica- 
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tion to Indianapolis, where it is taken and checked against the man’s 
pay file, his pay jacket, to see if there were any overpayments made 
to the man during the period of service. Then, of course, the check 
is sent out. 

We would have to combine the additional workload from the finance 
center and the Adjutant General to give you that information; and 
I do not have that available, sir. 

General Powe.u. So far as I know we have not increased our forces 
anywhere for this specific purpose, but there are indirect costs, such 
as some overtime and also a backlog of work in other areas due to 
the giving of some priority to this. It will come out indirectly over 
a long period of time. 

I believe, sir, it would be very difficult to isolate this very thing. 
We could make an estimate. 

Mr. Forp. You say you have no problem at the present time on the 
current combat-pay payments? 

General Powerex. Correct. 

Mr. Forp. Is there any estimate available as to the administrative 
cost of paying current payments of combat pay ? 

Colonel Buper. That would be, again, very difficult to ascertain 
due to the fact that the current payments are being made by disbursing 
officers in Korea along with their other items of pay. So far as the 
current payment of combat pay is concerned, that is just one more 
item on the individual’s pay card and increases the amount that is 
paid to him every month by the finance officer in Korea; so to segregate 
that particular cost would be very, very difficult. 

Mr. Forp. How is it actually working on the Korean area from an 
administrative point of view? I mean not only from the paymaster’s 
point of view but from the point of view of the unit in the field? 

Colonel Buner. As I understand it, it is working very well, because 
the unit personnel officer is the one who determines who will be paid. 
Actually he is with the battalion or the company or the regiment in 
the field. He, each month, will send a list to the disbursing officer 
of men in his particular organization who are entitled to that pay. 
It is then entered on the pay record of the individual and he is paid. 

I have heard of no objections to the payments being currently made 
in the field, because the finance officers are at the division level, and 
they are practically down with the troops themselves, to effect: these 
current payments. 

Mr. Forp. Has the attitude of the Department of the Army changed 
any, with reference to combat pay, from what it was as expressed 
before Congress on several occasions previously ? 

General Powrtx. No, sir; our attitude is the same. However, I am 
sure you know that there has been appointed by the Secretary of De- 
fense a commission headed by Mr. Louis Straus, of New York, to look 
into all matters of incentive pay, including the combat pay. We pre- 
sented our testimony before that commission. So far as I know, they 
have as yet rendered no report. 


STRENGTH OF THE ARMY 


Mr. Forp. On May 10, 1952, in a colloquy with Mr. Scrivner, Gen- 
eral McAuliffe indicated that the number of man-years for the Army 
for the fiscal year 1953 would be 1,536,000. According to the justifica- 
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tions on page 4, the original estimate totaled 1,560,000 man-years. The 
revised requirement is 1,543,346. Comparing the original estimate 
and the revised requirement, there is shown a decrease of 8,654. 

Can you reconcile those statements with the testimony of General 
McAuliffe ? 

General PoweLn. General McAuliffe a year ago was testifying as to 
our projected strength and requirements for this year. However, as 
pointed out by General Young in his statement this morning, the 
Office of the Secretary of Defense made an exhaustive review of our 
requirements in every area. At that time, based on the assumption 
again that war would end by the 30th of June, it was felt that the 
total strength of the Army could be phased down to 1,519,000 for end 
strength. 

A short time ago it became apparent that that assumption was no 
doubt incorrect and a revision was made upward to the strengths 
that are now before you. 

If I may speak off the record I will tell you the difference in those 
figures. 

(Discussion off the record. ) 

Mr. Hruska. In the memorandum which Mr. Scrivner asked be 
prepared to indicate the difference between the assumption that the 
war would end and that it would continue during the fiscal year, and 
the effect it would have, would this be included, or can it be? 

General Powetu. No, sir, we consider this classified. 

(Discussion off the record.) 

Mr. Gartock. We can include the total amount without identifying 
it. 

Mr. Hrusxa. That will do. 

Mr. Forp. I notice on page 15 of the justifications for the reenlist- 
ment allowances there is a saving of $1,002,690. Is that an indication 
that you are not getting the reenlistments you anticipated or desired ? 

General Powerit. Yes. The reenlistment rate has declined. 

Mr. Forp. Seriously so? 

General PoweLu. It has given us considerable concern. I apologize, 
but may I go off the record again ? 

(Discussion off the record. ) 

Mr. Forp. What is your reenlistment gratuity ? 

Colonel Buper. That depends upon the length of time they enlist 
for. If they enlist for 6 years, or an indefinite period, it is $360. 

Mr. Forp. On page 18 of the justifications, under combat pay, 
fiscal year 1953, there is a figure of 49,690 man-years, I gather, at an 
average of $540 a year. That is a sizable decrease from the two pre- 
vious fiscal years. Is that a projection based on known factors? 

General Powe... It is based on the experience with a stalemated 
type of combat, for one thing. We have been faced, as we all know, 
with a rather different set of circumstances than we were during the 
first year of that war when things went up and down the whole length 
of the peninsula. 

STATION ALLOWANCES 


Mr. Muuxer. I am still a little disturbed about the increase in station 
allowances. What is the justification for such a large increase in this 
item? 
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Colonel Buner. The difference between the original and revised es; 
mate, which shows such a tremendous increase, was based on the fac; 
that we did not consider the joint travel regulation as I pointed out to 
you. It only considered those troops who were in military missions 
and military attachés overseas and who have been paid station alloy 
ances for m: ny years. Under the joint travel regulations it provides, 
at the present time, $1.05, or more, to every enlisted man who has his 
dependents overseas. That is the reason why the base has expanded 
to such a number as I indicated to Mr. Wigglesworth. 

Mr. Mitier. What is the reason for permitting dependents in areas 
where you feel they need station allowances? The cost of this item, 
when added to the per diem allowances, makes it a rather expensive 
policy Vy. 

Colonel Buper. I would rather that General Powell answer that 
question, sir. That is a G-1 policy matter. 

General Powe. Sir, as you know, we are anxious, wherever cond 
tions permit, to allow our personnel to have their dependents, their 
families with them. The first consideration is the extreme morale 
hazard with a man who has to be separated from his family for years 
on end, with shorter periods of time in the United States. I previ 
ously outlined that. It seems that he must face up to his service in the 
Army without his dependents. We are finding again that particular 
factor of the home life mitigating against reenlistment. The biggest 
saving in trained manpower and in money and efficiency we can make 
is to have the largest possible number of career soldiers and career 
officers stabilized as a hard core. This is really one of the chief con- 
tributing factors. A man certainly should not have his dependents 
with him in the Far East in combat, but in other places, Europe, for 
instance, he may. The only time he can look forward to being with 
them for any period of time is then. 

We think, always, of station ae in a place ee we have 
Government quarters provided, or he might possibly be in a large 
city, even though in a foreign sonny. However, you ai remem 
ber that we have missions training all the fr iendly armies in the worl 
We have attachés all over the world that represent us. We have people 
in types of service which we never visualized before where they are 
really in areas that do not provide anything comparable to the Ameri 

can standard of living—no sanitation, refr igeration—and everything 
costs them a lot of money. 

Mr. Mitter. Do you not believe that the average American family 
in any of the European countries lives cheaper and better than they 
could over here on the same budget ? 

General Powrti. They could, sir, if they lived on the European 
standard of living. 

Mr. Miter. They live with the purchasing power of American 
money. Does that not more than offset some of the theoretical hard- 
ships? 

General PowE.t. That, sir, is what the mechanism of this Joint 
Travel Committee is set up to determine. 

Mr. Gartock. You have to have an additional rent allowance so 
that you can have quarters reasonably comparable to what you have 
here. In Europe we run into the problem all the time. We have 
to provide a lot of equipment. When you rent a house there it is un- 
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furnished. I mean the light bulbs and the fixtures are not even there. 
Certainly the plumbing facilities are not there, and you have to buy 
all that. The rents are much higher than for anything we pay here. 
The rates that the French and the Dutch and the rest pay are not 
that high because the rents for the nationals are oaaotek: The 
rents for foreigners are not under control in those areas. All other 
aspects of their living are substantially high. Where we have a PX 
or a commissary, that is taken into consider ation, and thereby we 
reduce the differential. 

| would not know, I would not say that every one of our determina- 
tions is exactly right. I know they are low enough so that people 
living there all keep saying that they are too low and other people 
keep saying they are too high. Perhaps they are somewhere in the 
right area. I do not know of anyone who has made any substantial 
savings on the basis of living allowances. You will find instances, 
however, where individuals, no matter what you pay them, will send 
some money home, but as a general rule I have talked to our pay com- 
mittees and they come back ‘and alw ays, in my opinion, set rates lower 
than the local commanding officer and field commanders think should 
be set. 

Mr. Mitier. Evidently I have not been able to find anyone who did 
not think they lived better and more cheaply on foreign assignments. 
I know you can justify your position when you pick the high rental 
places, but it does not quite make sense to me, that there should be so 
much difference in the original estimates. 

Frankly, I would like to see the whole thing abolished. Except in 
avery few instances, in the travels that I have had, I never saw a place 
where an American family did not live pretty well when they had 
dollars and everyone else was using francs or yen, or something else. 

Mr. Osrerra. Do you use military money all over the world / 

General Powerit. Yes. 

Colonel Buper. These are Military Payment Certificates in use 
rather than American currency. 

Mr. Mriuer. Is there any way of economizing on this item? 

Mr. Gartock. I discussed this subject with Ambassador Pauley 
who used to be down in Brazil. He said that from his experience in 
dealing with American delegations overseas that the only thing that 
Was more expensive than having dependents was not having them. 

General Decker. So far as the Army itself is concerned, there is 
no way for us to economize on that because that is the regulation, not 
promulgated by the Army alone, under which we live. The people 
who are overseas are entitled to this allowance under the regulations, 
and so far as we are concerned, we are compelled to pay it as long as 
the rate in the regulation stays in effect. 

Mr. Mitzier. Do you fix the amount of the payment ? 

General Decker. The Army does not. It is a joint committee that 
does that. 

Mr. Mirier. Is it a Department of Defense committee? 

General Decker. The committee is composed of representatives 
of the Secretaries of the three military services, but these regulations 
also pertain to the Coast Guard and the Public Health Service; thus 
are generally Governmentwide in scope. We are just one of the 
agencies operating under those regulations. 

29310—53——32 





496 


OBLIGATIONS 


Mr. Ostertac. Mr. Chairman, all I have to say in prefacing my 1 
or 2 perhaps unimportant questions is that I, too, agree with Mr. 
Scrivner. As a member of this committee, I feel that we have our 
hands tied behind our backs and that we are faced with a situatioy, 
which is impossible to satisfactorily meet. We seem to have no 
alternatives. 

I recognize, however, at the outset, that this is more or less a 
deficiency or supplemental proposition and many of the things that 
were brought out in your opening statements point up the fact that 
changes in the law or the laws have a great bearing on these requests, 

I wonder if you gentlemen from the military have any figures that 
would shed any light on the approximate balances you have on hand 
to date. First of all, you show figures of what your original allow- 
ances were and the amount presently available and then the revised 
requirements, which is an overall annual or fiscal year figure, but you 
do not in any way give the committee an idea as to what has been 
used up to now or at any given point to show, let me say, the trend 
in the use of funds for these various and sundry purposes. Do you 
have figures available which would show roughly or approximately 
your balances? 

General Powerit. Yes. sir; we do have. 

Colonel McAutster. We have the obligations for this appropriation. 

Mr. Ostertac. For example, take all of these items listed on pages 
8 and 15. Your tables show the amount presently available, the 
amount originally appropriated, and then the other is the revised re- 
quirement which is stepping up that amount, but that gives us no 
clear picture as to what has taken place since the original appropria- 
tion wasmade. I might point out to you first that some of the members 
are new members on the committee and, therefore, we are a little bit in 
the dark on many of the requests herein presented. 

Colonel McAutsrer. The obligation report shows that we have a 
little over $2,600,000,000 obligated during the first 6 months or about 

59 percent of the appropiration. This is the kind of an appropriation 
that runs at a fairly level rate, changing almost directly with any 
change in the number of men in service in a given month. Therefore, 
having obligated 59 percent during the first 6 months, we either have 
to substantially reduce the forces or have to have additional money to 
continue them throughout the balance of the fiscal year. 


UNEXPENDED BALANCES 


Mr. Osrertac. What I am getting at is the unexpended balance as 
of some point. 

Colonel McAutsrer. As of January 1, we had $1,800,000,000 un- 
obligated. 

Mr. Osrerrac. That is the total? 

Colonel McAuister. Yes, sir. 

Mr. Ostertac. If you have a breakdown of unexpended balances, 
would like to ask, Mr. Chairman, that it be inserted in the record or 
in these tables somewhere. 
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Mr. WiccLeswortu. What you are asking for, as I understand it is, 
in effect, an additional column in the table supplied which would 
show the amount on hand for each item? 

Mr. Osrertac. If it is possible, I think we should have it for the 
record. 7 

Mr. Gartock. I have it by appropriation totals. Colonel McAlister 
can provide a table of that kind if you desire it. . 

Colonel McAuister. In the 1,100 series, for sents that is this 
project, it covers these items [indicating] and the obligations as of 
December 31 were $414,147,000. That is $414,000,000 against this 
availability. 

Mr. OstertTac. Do you have the amounts expended by projects? 

Colonel McAuister. I do not have the expenditures by projects with 
me. 

Mr. Osrerrac. If you can supply this information, I think it would 
be rather enlightening to many of us. 

Mr. WiccLeswortH. That can be supplied to the committee? 

Colonel McAuisTer. Yes, sir. 

Mr. WiccLEesworTu. Please insert them in the record at this point. 

(The matter referred to is as follows :) 


Status as of Dec. 31, 1953 


Funds avail- 


able Obligations | Expenditures 
= ao vm } 


| 
($3, 311, 555, 000) | ($2, 066, 757, 300) | ($1, 693, 067, 592) 
| 
| 
| 


Project 


695, 380, 000 , 147, 500 336, 783, 628 
70, 920, 000 32, 403, 700 | 26, 250, 936 
33, 070, 000 , 249, 000 | 3, 328, ¢ 
3, 104, 000 | , 378, 576, 600 | aid , 839, § 

3, 430, 000 , 729, 500 , 969, 21° 
1, 000 1, 000 

5, 650, 000 225, 650, 000 2, 895, 57% 
$53, 088, 000) 291, 775, 194) 56, 398, 53: 

, 796, 121 241,775, 194 9, 539, 993 

, 291, 879 50, 000, 000 5, 858, 539 

, 320, 000) 31, 253, 808) 30, 487, 135 

, 587, 708 , 250, 212 28, 996, 335 

5, 732, 292 24, 003, 596 , 490, 
, 501, 000) 000, 000) 81, 135, 856 
7, 501, 000 5, 700, 000 , 971, : 

27, 000, 000 2, 300, 000 | 3, 164, 54: 
33, 761, 931) 3, 933, 728) 9, 678, 35: 
, 295, 400 081, 423 2, 686, 6 

5, 887, 000 2, 612, 096 , 789, 

, 525, 500 761, 091 463, 35¢ 
323, 700 157, 367 140, 8 
540, 700 100, 703 10, 7: 

3, 538, 631 , 479, 610 , 092, 68 
. 500, 000 862, 500 855, 12: 
3, 500, 000 3, 523, 300 2, 494, 536 
, 651, 000 355, 638 144, 93 
—101, 931 | 0 | 46, 726, 83 
3 4, 413,124,000 | 2,621, 720,030 | 2,017, 494,: 
4 —3, 124, 000 











senate } 


4, 410, 000, 000 





1 Difference between project 1510 in above column entitled ‘“‘Funds Available’ and column entitled 
“Presently Available’ in the supplemental estimate results from redistribution of funds. This redistribu- 
tion reflects advance of funds to prcject 1510 from other prcjects within the appropriation, pending congres- 
sional action on the supplemental request. 

Presently undistributed by project. 

$818,000 additional funds apportioned but as yet not programed. This represents uncollected reimburse- 
ments when and if ccllected to be programed to project 1100, $478,000; project 1400, $100,000; and project 1530, 
$240,000, 

‘ Difference between total of above column entitled ‘Funds Available’ and total of column entitled 
“Presently Available” in the supplemental estimate represents appropriation reimbursements of $3,124,000. 





498 


Mr. Hruska. Except that they are totals of obligations and 
expenditure. 

Colonel McAuisrer. The expenditures have not been tabulated 

Mr. Wiceieswortu. You can include them for the record. 

Colonel McAutsrer. Yes, I will. 


hot 


ROTATION SYSTEM IN KOREA 


Mr. Osrerrac. I do not know whether you want to speak of this 
on or off the record, and I do not know whether this has a great deal 
of bearing on the figures before us, but speaking of the rotation 
system in ‘Korea, is it true that the system is breaking down and that 
the morale of the servicemen is being affected by existing conditions / 

General Powe... No, sir, the system is not breaking down. The 
original objective, of course, was to relieve all front-line troops i: 
about 9 months. Overall that objective is being attained. There 
are periods when a man must stay, perhaps 10 months. In order to ac 
complish that system we took as a basis the overseas tour of duty at 
the time that Korea started. At that time our personnel were require 
a stay overseas of 36 months in all areas of the world except Alaska, 
which was 18 months, and the Caribbean area which was 24 months. 

In order to conserve personnel for the Korean war we extended 
the tours 6 months everywhere except Alaska and then gave a system 
of constructive credit for service in the Far East. 

For that purpose we established zones A, B, and C. Zone A is not 
a geographical zone, but a zone where a man is most exposed to direct 
fire of the enemy. It includes men in an infantry battalion, tankers, 
artillery forward observers, and airmen, aviators, when committed to 
combat. 

Zone B includes that category of personnel not continually exposed 
to direct enemy ground fire, but who must live under comparativel) 
rigorous conditions. This includes all personnel operating forward oi 
the division main headquarters, to include attached artillery battalion, 
combat engineer battalions, and certain service support units. 

Zone C© includes that category of personnel not included in zones 
A and B. This zone includes personnel of divisions, corps, arm) 
and supporting troops servicing in Korea in rear of the division 
main headquarters. 

To apply the constructive months of credit we then gave 4 months’ 
credit per month toward his basic 36-month tour for the time he was in 
zone A, 3 months for each month in zone B, and 2 months for each 
month in zone C, and a month and a half back of that without de- 
pendents, and 1 month with dependents. That credit then places a 
man on the list in the priority in which he is entitled to come home. 
It does not mean that it is mandatory that he be relieved. Obviously, 
you cannot take everyone out all at once. It means that as soon as his 
replacement arrives and his constructive credit allows him to be 
brought home he will be. By and large we have been able to support 
that system. Now, if I may speak off the record for just a moment. 

(Discussion off the record.) 
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COMBAT PAY IN KOREA 


Mr. Osrertag. I have one’more question about Korea. Referring 
to combat pay which has been discussed here at some length, when 
did you actually begin to compensate for combat duty? That is, 
when did it actually go into force and effect ? 

General PoweiL. Will Colonel Budge answer that ? 

Colonel Bupar. It was first paid in Korea in August. If you are 
speaking about the retroactive payments ¢ 

Mr. Osrerrac. I was in Korea during the month of August and I 
found very few finance officers and men generally familiar with the 
provisions of the Pay Act and very little interested. 

General Sawyer. I am General Sawyer. -I am Chief of Finance 
of the Army. In conjunction with the Adjutant General’s Office as 
soon as the act was passed a team was sent to Korea. A finance officer 
explained the act to them and the method of computing it, and we 
were informed that, as a result of this aid which was sent over from 
the United States, the men were paid at the end of August or the Ist 
of September for their August pay in Korea. 

Mr. Osrerrac. For August ? 

General Sawyer. Yes, sir. 

Mr. Osrertac. Can you give us the military reaction of the rank 
and file on the combat pay ? 

General Powe... The reaction has been very favorable. As long 
as a man is in the combat zone an extra $45 a month does not mean 
much to him because he cannot spend it. However, recognition of the 
hardship of the ground soldier, of the risk that he runs daily, recog- 
a ion of that and the mere fact that he gets some extra pay for that 

as been a tremendous morale factor. 


STATION ALLOWANCES 


Mr. Ostertac. I have just one more point along the line of Congress- 
man Miller’s reference to your station allowances. I do not know 
whether this is the general. practice, but it is generally believed by 
many that our foreign service, so to speak, that is, members of the 
military foreign service, are living in what we might term grandeur. 
Their costs abroad may be high in some instances but actually they 
have the right to purchase American supplies which are not taxable, 
and which are purchased by the Government at cost and so forth. 
They use native servants and have many fine things. I for one, and 
Iam sure the American people want a happy, contented and efficient 
military no matter where they are serving, but has this question, or 
has this problem gotten out of hand to the point where really some- 
thing ought to be done about it? You say you have a committee 
studying this problem. 

Mr. Garvtock. It is a board constituted under the Career Compensa- 
tion Act. The board is made up of the Assistant Secretaries of the 
Army, Navy, and_ the Air Force, rotating the chairmanship. They 
have a small staff assigned to them, who do the investigation and 
report to the board with recommendations for the establishment of 
specific rates by a geographical area. They tie in with the State 
Department and others who have similar problems, so that there is 
comparability among American personnel in a given area. 
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Because of the large number of personnel we have in certain areas 
these people make inspections on the ground and see what the facts are 
and adjust their rates according to their findings. There is a constant 
process of adjustment of these rates. 

We do not think we are too high. If you would like, we could fuy- 
nish information. If you want to go into that at any length, sir, | 
think we will have to bring up someone from the staff and probably 
one of the members of the board, to discuss it with the committee. ~ 

Mr. Osterrac. I do not want to prolong the discussion of the sub- 
ject, but I did want a little light on such conditions and operations as 
they exist at the present time. You say a board is working on this 
problem at the present time, is that right? 

Mr. Gar.tock. That is constantly going on. There are changes j; 
rates every month. 

Mr. Ostrertac. Do we have a report on that? 

Mr. Gartock. Yes, sir; you may have one. 

Mr. Osrerrac. Not now. 

Mr. Gartock. Not now. I could not give you one right now, sir. 

Mr. Osrertac. Thank you. 


OFFICER STRENGTH 


Mr. Hruska. Referring to page 4 in the justifications, dealing wit), 
the increased officer strength, it was suggested that since these revisions 
were made and the increased officer strength has come into being the 
revised figure will be about 8 percent of your entire force on the officer 
strength. Heretofore it has been less than 8 percent, I assume: is 
that correct ? 

General Powe... That is correct. It has been running about 7.7. 
We have found we have been unable to assign the officers in many 
places where they are needed. 

It does one of two things. It prevents the soldier from having the 
officer leadership, or it throws this responsibility on a very young non- 
commissioned officer. 

Mr. Hruska. How long has this 7.4 percent persisted ? 

General Poweiy. That has been in effect for some time. We are 
speaking of programs and authorized strength. As you understand, 
Mr. Congressman, the actual strength fluctuates up and down accord- 
ing to the operation of actually getting pesple out. There is a slight 
fluctuation. That strength has been in for something over a year. 

Previous to that, with a smaller type army, it has been a slightly 
lower figure. We can show you, if you so desire, the percentage of 
officers in the various total strength armies starting back pre-Korea, 
where we had something less than 600,000 men. 

Mr. Hruska. I just wondered if there was anything you have 
learned from that experience which might reflect upon your previous 
judgment that 10 percent is a necessary figure or a desirable one? 

General Powrett. Yes. Over a period of years it seems to work out 
about right, sir. 

Mr. Gartock. As the Army has expanded, though, since June of 
1950, the percentage of officers has not gone up as rapidly. The per- 
centage of officers has gone down. It was only after len hy examina- 
tion this fall, as a result of observations in the field by both the Deputy 
Secretary and the Assistant Secretary for Manpower that we con- 
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curred in this increased officer strength, particularly in the junior 
officers. 
SUMMARY OF APPROPRIATIONS 


Mr. Sixes. Mr. Chairman, the last summary on supplemental ap- 
propriations that was handed to us is very helpful and very clear. 
| do not know whether it was prepared by the Department of Defense 
or by the committee staff. May I ask? 

Mr. Forp. It is a copy, Mr. Sikes, of work done by Mr. Michaels for 
the subcommittee chairman. 

Mr. Srxgs. A very good job was done. I would like to say, Mr. 
Chairman, that it is most helpful to the members of the committee. 

Mr. Osrerrac. Mr. Sikes, will you kindly identify for me, the 
summary or record to which you have just referred ? 

Mr. Sixes. It is the last supplement which was handed to you. It 
was prepared by a member of the committee staff. I want to commend 
him for a good job. 


EFFECT OF LEGISLATION 


I note on page 2 a distribution of the Pay of the Army appropri- 
ation, which shows that of the $761.9 million requested $708 million 
is due to new legislation. I bring that up only for the point of em- 
phasizing that this committee’s hands often are tied by legislation 
which is enacted by the Congress. The Members of the Congress 
pass new legislation authorizing higher costs of government, but at 
that time no expenditure is required. It is easier to vote for a bill 
whose sponsors say “This is only authorization. It isn’t an appro- 
priation.” But in the course of a few months we get the bill. We 
have to approve the funds called for by such legislation. Then when 
we take the appropriation bill to the floor the Members want to know 
why so much money is being spent. Congress certainly should real- 
ize that when it passes legislative authorizations for additional ap- 
propriations there is going to be a pay day. 


RESERVE COMPONENTS 


Now, referring to this same supplement, there is proposed in this 
request for funds some money covered by transfers, $60 million com- 
ing from the National Guard and from the Organized Reserve. ‘That, 
I suppose, simply means that again the National Guard and the Or- 
ganized Reserves are not being built up to the point projected in the 
original estimates which were justified before this committee. 

Mr. Gartock. Yes, sir; that is correct. But I would like to make 
sure that the record shows we have made every effort to build them 
up. This reflects inability to build them up and not our lack of desire 
to build them up. 

Mr. Sixes. I do not question your desire, but for years I have heard 
exactly the same story at the begining of every year. You always set 
a scale’to which you hope to build the National Guard and the Reserves, 
and never yet have you been able to reach it. What is the trouble? 
Why can they not be built up to the point that you anticipate prior 
to the beginning of the fiscal year? Is there not enough interest in 
the Guard and the Reserves in the Defense Department? Is that 
where the trouble is? 
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General Powerit. No,sir. The Department lends every support for 
everything possible. 

Mr. Srxes. Off the record. 

(Discussion off the record.) 

(Information with regard to above discussion is as follows :) 


In its efforts to lend all support possible to the Reserve program by encourag- 
ing personnel being discharged from the Active Army to participate actively jy 
the Reserve program, the Department of the Army has— 

(a) Issued directives to field installations urging maximum effort to interes; 
obligated reservists in the program. 

(6b) Issued additional directives to field installations transmitting instr 
tions as to means to be employed to fully inform and instruct personnel bet 
release from active military service. 

(Cc) Made personal visits to military districts to insure that the reception 
returnees is conducive to stimulation and maintenance of interest in active 
ticipation in the Reserve program. 

(d) Personal visits to separation centers to insure that reservists released 
from active military service are fully cognizant of their reserve obligations and 
benefits to be derived from active participation. 

(e) Conducts a continuing program of orientation of returnees to insure that 
there will be no break in this information getting down to the reservist himsel{ 

(f) Though all these efforts are being made to induce the returning obligee 
to voluntarily participate in the program, they are not responding. 
of compulsory participation seems essential. 


ore 
I 


of 


Some method 


STATION ALLOWANCES 


Mr. Sixes. Mr. Chairman, I want to touch on the matter of station 
allowances. We went into that in quite some detail last spring, and 
I raised the point that has been raised again today by members of 
this committee; that there is a question in my mind about station 


allowances being realistic. 

I asked a year ago, almost, that the board charged with this respon- 
sibility study it more carefully and present to ‘this committee some 
suggestions that might lead either to reductions or some justification 
showing why these funds cannot be reduced. I see no such report 
from any board. 

Has any member of this committee or any of the staff seen such a 
report? Mr. Chairman, I want that report which we requested last 
spring. I want to know what this board is doing. 

Mr. Wiacieswortu. Is that report available? 

Mr. Gartock. Mr. Chairman, I was aware of the fact that Mr. Sikes 
had asked for one. I will see that the board provides the report and it 
is available, if you want to call them. 

Mr. Sixes. As has been pointed out in this committee, we certainly 
do not want the people who wear our uniform to suffer financial hard- 
ship when they are on overseas service, but I am not at all convinced 
that this is realistic. I, too, have talked with a lot of men who served 
overseas, who tell me they were riding a gravy train, and I have found 
a service man who said: 

“Why, I can live as cheaply overseas as I can live at home, but I get 
station allowances extra when I am over there so I am putting that 
money in my pocket.” 

I am not sure it is realistic, and I think this committee should go 
into it very carefully. At least, there may be cases where there are 
abuses. 
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NEED FOR ADDITIONAL OFFICERS 


Now, to get back to some of the testimony here today, you have 
stated that you do need additional junior officers, and I can under- 
stand that. You have also stated that you are going to offset that 
increase to some extent by a reduction in the higher company grades 
and in the field officer grades. How will that be done? Will it be 
done by actually eliminating some of the people in the company and 
field officer grades ? 

General PowE.u. No, sir. I should say we hope to avoid the dis- 
ruption and the personal hardship involved in the forced elimination 
of officers now in the active Army who prefer to stay in it. 

Mr. Sixes. How will there be a reduction, then ? 

General Powe. The reduction will be arrived at through a slower 
promotion, to not fill the vacancies caused by attrition. 

Mr. Stxes. Is that not in conflict with your recommendation in this 
testimony that we eliminate the Davis amendment which in itself 
slowed down promotions ? 

General Powe.u. No, sir. The Davis amendment provides by and 
large a limitation percentagewise by law which would prevent the 
career opportunities we believe are available. However, we have not 
promoted up to the Davis amendment because we always "had to main- 
tain a cushion under that ceiling in each grade in order not to violate 
the law. The increase in officers we are asking for here is an increase 
in the junior officers, the lieutenants. 

Mr. Suxes. I understand that. I do not want to interrupt you if 
vou have not finished your statement, but I do not see where you are 
woing to reduce the number of higher company grades and field-officer 
gr ades. You have told me you are going to have a slowdown. 

General Poweuu. Yes, sir. 

Mr. Miniter. What do you mean by the higher company grades—the 
captains ¢ 

General Powrin. Yes, sir. The number of captains we entered the 
fiscal year with was somewhat in excess of our needs. They have 
already been reduced to quite a large extent. 

Mr. Sixes. Actually, there would not be much of a reduction, then, 
in the captains and the field-officer grades ? 

General PowELu. No, sir. I think it is 2,400. 

Mr. Sixes. Will that be an actual reduction of 2,400, or would it be 
a slowdown ? 

General Powerit. A slowdown, sir. In other words, we will not 
reduce anybody in rank, nor will we force anybody to get out of the 
active Army for that purpose. 

I might point out that due to various things in process that a large 
number of officers will be out of the active Army. For example, 
the Reserve Forces Act sets up an indefinite commission in the Reserve. 
Heretofore we have appointed Reserve officers for 5-year periods. 
We know that a great many officers we now have in the active 
Army will not want to obligate themselves for an indefinite period. 
We will know within a short time a reasonably accurate figure of 
how many will not accept, but there will be a reduction effected in 
that manner. In addition, we are trying to get the officer corps of 
the active Army on a voluntary basis just as soon as we can. We 
expect in the near future to allow officers to request release from active 
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duty and to get out. There will not be as many as you might think 
at first glance, but by April of this year we hope to ares serving 
involunta irily in the Army only officers of the medical services, 
engineer officers as long as we have a tremendous construction pro- 
gram for which they are responsible, and a very, very small number 
of other specialists, and then, of course, the ROTC, who have already 
agreed to serve 2 years—the ROTC graduates. 

Mr. Srxes. Excuse me, General Powell. Right in that connection, 
I thought I heard someone say earlier today that one of the reasons 
for taking i in an additional number of lieutenants is that we owe an 
obligation to these ROTC students who are coming out of college and 
who have agreed to serve 2 years; therefore we must give them the 
2 years of service? IT want to be sure I understand. 

General Powell. Well, I think we owe the obligation, sir, to the 
Government more than to the individual. 

Mr. Sixes. So do I. 

General Powrtu. He has been deferred from the Selective Service 
Act. 

Mr. Sixes. But if you do not need him now you do not have to take 
him immediately. You can wait until you do need him. 

General Powriy. If we do not take him immediately the Selective 
Service System will draft him as an enlisted man. 

Mr. Gartock. May I speak off the record ? 

Mr. WiceLeswortH. Yes. 

(Discussion off the record.) 

Mr. Srxes. The only thing I want to be sure of is that you have 
a need for the men you call into service. 

General Powett. Yes, sir. 

Mr. Srxes. Then you are not calling them in just because they have 
been deferred. You have a need for them. You have not yet 
absorbed the full output of the ROTC schools? 

General Powe... No, sir; we have not. 

Mr. Srxes. You need them? 

General Powreii. We need them. You will notice our end posi- 
tion in male and WAC officers. That leaves out, of course, the 
nurses and women’s service corps. That is 123,000 officers. If we 
would add up by a machine the full strength of every table of organ- 
ization in the active Army, of what everybody thinks he needs in 
his table of distribution, to do the various other jobs, we would 
come out to something like 138,000 officers in that category. We 

inch down on these people and make them do without in order to 
Paid the total figure down 


COST OF 2-YEAR SERVICE 


Mr. Srxes. Has anyone in the Department of the Army attempted 
to summarize the actual cost to the service of the 2-year term of 
service? I realize that would be difficult to estimate. 

General Powe. Yes, sir. 

Mr. Srxzs. I realize very probably nothing is going to be done about 
it, but the fact remains that is one of the costliest things and prevents 
one of the greatest difficulties that you people have to overcome—the 
fact that most of your personnel in the Army are 2-year men. 
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General Powe. Yes, sir; most of them are. So far as I know it 
has never been summarized dollarwise. We could come up with an 
estimate of the reduction in total strength under certain assumptions, 
where our units are deployed, and the level of combat, and m: iny other 
things. If the term of service were increased, let us say to 3 years, 
it would save thousands of men in basic training. It would save a 
lot of travel. 

Mr. Sr«es. If you can do it without too much trouble I wish you 
would hazard an estimate for the record of what the actual saving 
in dollars would be on a 3-year minimum term. 

General PowetL. It would be difficult in that we must assume many 
conditions at the time. However, we can give you some sort of a figure, 
I am sure, if it is so desired. 

(The information is as follows:) 


A fair approximation of the relative cost of a 2-year man compared to that 
of a 3-year man may be calculated as follows: No matter how much service 
an individual completes, the cost of initial training and maintenance to get him 
to the point where he is an effective soldier ready to fill an assigned job is 
the same. During the hearings relative to the UMTS Act it was estimated that 
this cost is $3,200 per man over the initial 6 months of service. The 2-year man 
will have 1% years of effective service remaining and the 3-year man will have 
214 years. Therefore, the yearly cost of the 2-year man is $3,200 divided by 
114 or $2,133, as compared to the yearly cost of $3,200 divided by 214 or $1,280 
for each year of effective service. The difference ($2,133 minus $1,280, or 4853) 
is the yearly cost of a 2-year man over the cost of a 3-year man. 

Applying this to the current year, fiscal year 1953, when we have over 560,000 
inductees entering service, we find that 560,000 times $853 or $477,680,000 is 
the cost to the Government of taking in 2-year men rather than 3-year men. 

This calculation takes into consideration the bulk of the cost involved. How- 
ever, it does not include the $41 per man required to separate him from the 
service. It does not include the $88 per man required to ship him overseas or 
return him to the United States. The frequency of overseas replacement is 
increased by the short tour of service of the 2-year man. Another factor difficult 
to caleulate is the fact that a certain amount of doubling up is required during 
the period an individual is being trained to fill an assigned job occupied by ~ 
incumbent he is to replace. From these considerations it is deemed to be ¢ 
fair statement to say that the cost of the 2-year men as compared to 3-year men 
in fiscal year 1953 is of the order of one-half billion dollars. 


TRAVEL 


Mr, Sixes. I want to talk about travel for just a moment. I really 
think that you people in the Army have been trying to do a good job 
in holding down travel costs, and yet I sometimes wonder if you will 
ever be as realistic as you should be on travel. 

Let me give you just an illustration. I happen to know a youngster 
who was rotated out of Korea and brought back to a point of debarka- 
tion in California. He was given leave to go home. He completed 
a leave time at home and he went back to the port of debarkation in 

California and then was given travel orders to a post in Georgia. 
He crossed the continent two times unnecessarily, even though at 
his own expense. Then he crossed one time at the Government’ S 
expense. However, had the Government sent that boy, while he was 
on leave at home, his orders for his new post, it would have saved 
the cost of a trip across the country one time, and at least a week of 
hisown time. Why could somebody not have had imagination enough 
to pull a file on that boy and say: “Well, he lives in the Southeast 
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and since he is to be stationed there we will give him orders to report 
to his new base from his home.” 

General Power. I realize that in the buildup of this Army, par 
ticularly under the conditions of early Korea, we did make many 
mistakes. 

Mr. Sixes. This just happened. 

General Powe... Our attempt right now is to issue the permanent 
station order of these individuals coming back from overseas by the 
time they arrive at the port. For that reason every passenger lisi 
of the men coming back from both the Far East and from Europe 
shows the man’s status. It shows if he is to be separated, the area 
and the separation center nearest his home. He will be ordered t. 
proceed directly there. Or it shows his qualifications, so that his 
assignment may be determined before he is released from the port 
on leave. 

We may have a case or two where there has not been followed out. 

Mr. Sixes. You are thinking in the right direction. That is the 
same thing I am talking about. 

General Powe... The system is set up to take care of that. 


APPROPRIATION ADJUSTMENT 


Mr. Srxes. There is one point I neglected to mention on this sum- 
mary. Apparently there is an estimated $92,784,000 available for obli 
gation by appropriation adjustment, of which detail by activity is 
not presently available, and which is not included in the estimate ot 
funds which is before us. What is the story on that additional $92 


million ¢ 

Mr. Garwtock. In the 1954 budget you will find that certain travel 
costs and subsistence costs that were budgeted in 1953 in “Maintenance 
and operations” are to be found up in the “Military pay appro- 
priation.” 

Colonel McA ister. It is a comparative transfer which is being 
reflected in our 1954 budget estimates, and that is shown in the 1952 
and 1953 columns for comparative purposes. 

Mr. Garuock. I can identify one of them as payments to Military 
Sea Transportation Service for permanent change of station. It used 
to be in “Transportation.” It used to be in “Transportation service, 
Army”; and in line with the other two departments we are associating 
it directly with the individual, so that we can hear the justification 
as to how many people are to be shipped to Europe or how many are 
to be shipped to the Middle East or the Far East. You have right 
there the cost of sea transportation for them, as well as their real 
transportation. 

Mr. Srxes. Colonel McAlister, do you want to add to that ? 

Colonel McAutsrer. There are three other items. 

There is the local currency operational costs in Japan, which were 
transferred from M. and O., to this appropriation. 

There is another item of $4,223,159 which covers goods and services 
paid by the German Federal Republic Government as cost of oceupa- 
tion, which was also transferred from M. and O. 

Mr. Wicertesworrn. Of Germany. 
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Colonel McAuisrrr. That gets into the deutschemarks. I do not 
want to go into that. It is quite complicated, but that is what the 
item is. 

Then there is a comparative transfer to M. and O. from “Military 
personnel” of $18,654,000. 

The difference of those sums makes the amount you mentioned. 

Mr. Sixes. In order to be completely realistic, should not those 
figures have been placed before us? 

Colonel McA.uisrer. No, sir; because in the Bureau of the Budget 
directive covering the preparation of a supplemntal appropriation 
we use the direct obligations only. 

Mr. Sixes. I see. 


PROMOTION FOR ENLISTED PERSON NEL 


Mr. Chairman, I have only one other thing, and that is that I want 
to emphasize all that Mr. Scrivner said earlier about the interest of this 
committee in seeing that sufficient funds are provided in order to give 
enlisted men the promotions to which they are entitled. I thought 
that we made it clear in the hearings last spring that, if any additional 
funds were required in order that enlisted men might have the pro- 
motions which they are entitled to, we wanted estimates on the amount 
of money so that we could include that amount of money. I believe 
Mr. Scrivner will support me in the statement that no such request 
was made to us. 

Mr. Scrivner. That is right. We told General Collins. 

Mr. Sixes. And that this committee in the past stood ready and still 
stands ready to provide such funds at any time we are given an 
estimate of the amount. I would like to be sure, gentlemen, that that 
is clear. 

Mr. Scrivner. We discussed that at some length with General Col- 
lins when he told us that the money was not there and that that was 
the reason they could not promote them. 

Mr. Stxes. That is all, Mr. Chairman. 


OFFICER PERSON NEL 


Mr. Mixuer. Does the elimination of captains provide for a policy 
of placing lieutenants in command of companies? 


General Powe.u. No, sir. Unfortunately, we do have that situa- 
tion. 


Mr. Miuuer. You have always had it. 
General PowrE.u. But that is not the policy. 
Mr. Murer. You might get into the same situation with your 


junior officers that we are trying to avoid with your noncommissioned 
officers ? 


General Powe. That is correct. 

Mr. Miter. That will not be the policy? 

General Powrtt. That certainly is not. If a lieutenant, particu- 
larly in combat, does a creditable job commanding a company, we 
want to make him a captain. I think we ought to “do it. 

Mr. Miter. You certainly ought to. 

General Powe. Yes, sir. 





508 
MUSTERING-OUT PAY 


Mr. WiceL_eswortH. I should like to request two tables. One | 
breakdown of the item $372,835,000 for mustering-out pay, which 
appears on page 19 of the justifications, showing the ‘humber receiv: f 
$300, $200, and $100. In other words. I want the mathematics of ‘vie 
you arrived at that overall figure. 

(The information is as follows :) 

Based on actual and projected separations from the service for the period 
27 June 1950 to 30 June 1953, it is estimated that the following officers and 


enlisted personnel will be entitled to mustering-out payments in the amounts 
shown: 


Retroactive payments Current payments 


Number Amount Number Amount Number 


Officers: | 
$100 payment 155 $15, 500 322 $22, 200 477 
$200 payment 9, 081 , 816, 200 | 11, 528 2, 305, 600 20, 609 
$300 payment... | 12, 661 3, 798, 300 | 17, 863 5, 358, 900 30, 524 


_ Subtotal 21, 897 5, 630, 000 | 578 PP 17; 696, 700 51, 610 | 13, 326, 70 
Enlisted: Pies 3) | ante ae ‘ ; eT eRK}E SS Tne y. 

$100 payment__ | 14, 799 1, 479, 900 33, 369 3, 336, 900 48, 168 4, 81) 
$200 payment_____- 184, 657 36, 931, 400 247, 727 49, 545, 400 432 384} 86. 476. 80 
$300 payment | _ 333,079 | 99, 923, 700 561, 520 | 168,456,000 | 894, 599 | 268, 379, 70 


Subtotal__..._____| 532, 53 188, 335, 000° 842, 616 | 221, 338, 300 | 1,375,151 | 359, 673, 300 


554, 432 | 143, 965, 000° ~ 872, 329 "209 035, 000 | 1, 426, 761 373, 000. 


; 


All retroactive claims are settled at the Finance Center, United States Army, 
Fort Harrison, Ind., which reports the following numbers vouchered for pay- 
ment as of January 31: 





Officers | Enlisted 


134 | 13, 671 
6, 604 152, 811 
8,917 917 269, 76 760 


15, 655 ibe: 436, 242 





Approximately 830 claims are still being received daily at the Finance Center. 
No breakdown is available on current payments made in the field. 


SAVINGS DUE TO REDUCTION IN STRENGTH 


Mr. Wiccieswortu. Secondly, I should like to have a table, if pos- 
sible, applicable to each of the services which will show the savings 
accruing as a result of the contemplated reduction in strength per 
man per year, and also the additional cost resulting from each of the 
new laws that we have referred to per man per year. 
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(The information is as follows :) 


Department of the Army— Analysis of fiscal year 1953 supplemenial budget estimates 


Net savings as a result of strength reductions: 
Officers (warrant officers, nurses, and WMSC) 3,004 man- 
years 
Enlisted, 15,886 man-years 
Cadets, USMA, 149 man-years 


Total : 
Increases due to legislation: 
4 percent increase in basic pay (Public Law 

346): 
Officers, 150,181 man-years at $166.52 1 $25, 007, 137 
Enlisted, 1,390,914 man-years at $53.83 , 873, 
Cadets, USMA, 2,251 man-years at 

$37.44____- 84, : 


14 percent increase in allowance for quarters 
(Public Law 346): 
Officers, 150,181 man-years at $105.19 15, 797, 709 
Enlisted, 1,390,914 man-years at $35.60- 49, 515, 175 


14 percent increase in allowance for subsistence (Public Law 
346): Officers, 150,181 man-years at $70.56 
Lump-sum terminal-leave payments (Public 
Law 346): 
Officers 094 
Enlisted ; 056 


Payments under the Missing Persons Act, as 
amended (Public Law 346): 
Officers 181, 800 
Enlisted_. 745, 279 


Allowance for uniforms and equipment (Public Law 476): 
Officers. 
Combat pay (Public Law 488): 
Officers, 16,180 man-years $8, 737, 520 
Enlisted, 267,858 man-years (recorded 
obligations Dec. 31, 1952, are 
$61,400,000) secs 144, 643, 600 


Mustering-out payments (Public Law 550): ? 
48,645 individuals at $100 , 864, 500 
452,168 individuals at $200 433, 600 
925,123 individuals at $300 , 536, 900 


Other increases: 

Pay and allowances of officer personnel 10,385 man-years 
(basic pay, rental, and subsistence of increased man- 
year strength of commissioned officers) 

Lump-sum terminal leave payments: Enlisted (increase 
in number individuals to draw terminal leave pay and 
increase in amount of average payment) 

Increase due to continued hostilities in 
Korea: 

Officers _- : $1, 711, 219 
Enlisted (payments to an increased 

number of personnel missing-in- 

action status and for additional 

personnel drawing foreign-duty 

pay) -- 13, 821, 065 


See footnotes at end of table. 


5, 913, 705 
, 255, 798 


214, 277 


, 383, 780 


964, 593 


927, 079 


544, 000 


, 835, 000 


2, 147, 454 


20, 446, 444 


15, 532, 284 
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Department of the Army—Analysis of fiscal year 1953 supplemental budget 
estimates—Continued 


Increases due to legislation—Continued 
Other increases—Continued 

Station allowances: Enlisted (increase in number of 
personnel to draw this type of pay__- $10, 136, 000 

Permanent-change-of-station travel (increased require- 
ments generated by continuation of Korean war and 
additional rotation of troops within the Zone of In- 
terior and to oversea commands) - - _- Ue ee 56, 000, 000 


Total increase_ , Pirsig as ; 842, 293, 780 
Recapitulation: 

Increases ; lets 842, 293, 780 

Less savings _- : ak ee ane a My 24, 383, 780 


Supplemental _ _ - - _- 817, 910, 000 


1 Includes severance pay. 
2? Recorded oblizations for MOP as of December 31, 1952 are $225,650,000, 


Notre.—Similar information pertaining to Navy is on p. 625, and Air Force on p. 


Wepnespay, Frsruary 4, 1953. 


INDIVIDUAL CLOTHING 
WITNESSES 


LYLE GARLOCK, DEPUTY COMPTROLLER (BUDGET), OSD 

LT. GEN. GEORGE H. DECKER, COMPTROLLER OF THE ARMY 

BRIG. GEN. A. L. MARSHALL, COMPTROLLER AND DEPUTY FOR 
ADMINISTRATION, OFFICE OF QUARTERMASTER GENERAL 


Procram 1300 INnpivipvaL CLOTHING 


Direct obligations by project and subproject 





Fiscal year 1953 

Project 

or sub- | 

project Presently Supplemental S-ifference 
available estimate (+ or —) 





| 
(1) 2 (3) (4) 
| 
—_ - ES | <A | oer 


(5) 


1310 | Purchase of individual clothing ($148, 347,000); ($191, 980, 485)| (+$43, 633, 485) 


1311 | Purchase of individual clothing (consump- | 
tion) 148, 347, 000 | 191, 980, 485 +43, 633, 485 
71, 973, 000 45, 369, 515 —26, 603, 485 


| 


220, 320, 000 | 237, 350, 000 +17, 030, 000 





Mr. WiccLeswortH. We will proceed, gentlemen. 
If the members of the committee will turn to tab 4 of the justifica- 
tions, they will find the data submitted with respect to an item of 
$17,030,000 for “Individual clothing,” which seems to be the result of 
an increase ior the purchase of individual clothing amounting to 
$43.(63.485 and a decrease with respect to monetary allowances in 
lieu of clothing of $26,603,485. 
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General Marshall, are you going to deal with this item? 

General MarsHatu. Yes, sir. 

Mr. Wiceieswortu. Will you tell us what the story is here? 

General MarsHatu. Yes, sir. 

Mr. WiccLeswortn. You have one sheet in the justifications, but it 
is not clear to me as to just what the picture is. 

General Marsuart. Before we start, Mr. Chairman, I would like 
to make one correction. 

On page 27, the first page of this tab, where the recap of the totals 
is shown, the second column is headed “Supplemental estimate.” 
That is in error. That is the revised estimate. The supplemental is 
in the column marked “Difference.” 

The reason I make that statement is that we have recomputed this 
estimate on the basis of the revised requirements in order to give the 
complete picture. 

To summarize the project, we received $220,320,000 for 1953, which 
did not include any requirements for combat operations in Korea. 
The combat operations which have been recomputed on the basis of 
replacement of clothing worn out on a combat basis rather than that 
which they would wear out on a peacetime basis amounts to some 
$65,000,000, as against the $43,000,000 indicated in the previous state- 
ments. The $43,000,000 is a net figure 

The $65,000,000 has been offset by a reduction in man-years, as has 
been brought out. I might say that the reduction in total man-years 
is 9,000 man-years, but there has been a reduction of 16,000 man-years 
in enlisted strength, the difference being an increase in officer strength. 
I think that was brought out in the testimony. We have applied that 
savings. 

There has been a reduction in the price of the initial issue to the 
enlisted man. In the 1953 budget the appropriation was for $229 per 
man on his enlistment. The revised figure is $172. 
have a savings there which has been applied. 

The total of the reduction in strength and price amounts to $22 
million. 

Mr. Wiecteswortu. The strength plus the price? 

General MarsHaLL. Yes, sir. That brings it down from $65 mil- 
lion to $43 million, which is the figure we have been discussing. 

In addition, we budgeted originally on a peacetime basis and pro- 
vided for monetary clothing cash allowances to enlisted men which 
will not be paid, but those men will be given issues in kind. Therefore, 
there is $26 million which has been applied against the $65 million. 
The $26 million was mentioned in General Honnen’s testimony. There- 
fore, the two offsets amount to $48 million as against a gross require- 
ment of $65 million, leaving the $17 million which we have in this 
budget. 

[f I may turn to the classified pages—I assume the committee has 
them—we have computed the revised requirements starting with page 
| for both Korea and the Army in other places. To give you a good 
example of the reduction I have just referred to, you will notice the 
first line, “Gains from civilian life,” which was 668,357 men. Those 
are men enlisted from civilian life as opposed to reenlistments. 

Mr. Forp. In other words, those are men who have come in green, 
so to speak, from civilian life ? 


29310—53 33 


Therefore, we 
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General Marsuaun. That is right. Our recomputation is 668,357. 
We had an original budget for 721,300. There is where we show 
that savings, by computing on a revised basis. 

Mr. Forp. May I ask a question there, Mr. Chairman ? 

Mr. WicGLeswortH. Certainly. 

Mr. Forp. How does that coincide with the figure we had yesterda) 
that our reenlistment program is not as good as expected ? 

General MarsHauu. We have not covered reenlistments in this fig: 
sir. This ie the new enlistees. This is not the total. 

Mr. Forp. I see. 

General MarsHatL. We only put new clothes on men coming from 
civilian life; or if they have been out of the Army for at least 90 days 
they are given new clothes. 

Mr. Osrerrac. If the boy is out of service 90 days and then he 
reenlists, do you utilize the uniform he had ? 

General Marsnauu. Up to the point that it is usable; yes, sir, but 
generally it is not usable. 

That same application has been applied all the way through. On 
that same page the first Korea item is $3,177,794. That was 
included in the original budget. 

Mr. Wiecteswortn. Why ? 

General MarsHatu. The original budget was on a peacetime basis, 
sir, and did not include any Korea requirements. 


Mr. Forp. Is that just an arbitrary figure which is added ? 
General MArsHati, No, sir. 


Mr. Forp. On what is it based ? 

General Marsnauu. It is based on a detailed computation. For in- 
stance, the ROK Army, the first item, is for $33.45 worth of clothing 
when they first come with our troops, when they first go on duty. That 
does not give them the outside uniform. It gives them that which 
is = essary to keep them warm and keep them going. The Marines, 


the Navy, and the Air Force of the Korean Army are included, as 
well as the Korean Army itself. 


Mr. Forp. But in all of those figures on page 1 of the classified docu- 
ment, the first one which refers directly to Korea is the $3,177,794 ? 

General Marsnauu. That is correct ; yes, sir. 

On the next page the first item is FECOM less Korea on a non 
combat basis. This is where we transfer certain people from mone- 
tary allowances to issues in kind. It is merely a bookkeeping arrange- 
ment, because this appropriation is in two projects. The first, project 
is for issue in kind. The second project is for cash to be paid the 
enlisted men. So for this project that would be an increase of $5 
million, although it is offset by the decrease of $26 million from the 
other project. 

The next item indicates the individual strength and indicates the 
monthly replacement allowances for such items as uuderwear, socks, 
caps, and other than outer uniform. 

Mr. Wicctreswortn. Where is that indicated ? 


General Marsnati. The last subproject on page 2, sir, headed 
“ ”» 
Korea. 


(Discussion off the record.) 
General Marsuatt. This is the combat wearout rate. 
Mr. Wiccieswortn. For clothing they have $12.63 per month extra! 
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General MarsHauu. Yes, sir. That is the issue of clothing. That 
is not money. We do not give them cash in Korea. We issue that 
much more clothing because ‘of the wearout of soc ks, shoes, underwear, 
and so forth. 

Mr. Osterrac. Is this in anticipation of next year’s winter supply ‘ 

General Marsua.u. No, sir; this is the rate at which they are wear- 
ing things out right now, sir. 

Mr. Osterrac. But you change over from winter to summer cloth- 
ing; do you not? 

General Marsuau. That is correct, sir; but this is a year-round 
figure. It covers summer and winter both. This is an average figure. 

Mr. WiccteswortnH. On what are those figures based ? 

General MarsHatu. They are based on the experience we have had 
in Korea, on issues. We have teams over there. We keep someone 
over there all the time as an observer. Those observers work with 
the troops in the field and with the quartermasters in the field to deter- 
mine the rate of wearout. We revise those figures as it increases or 
decreases. 

(Diseussion off the record.) 

Mr. Osrerrac. That is for the balance of this fiscal period ? 

General MarsHauy. For fiseal year 1953; yes, sir. This is a con- 
sumption budget. 

We are also charged with the resupply of our own Air Force and 
Marines in Korea. 

Mr. Forp. The Army budget is? 

General Marsway. For certain items; yes, sir. That will show up 
in the next to the last item of 36,960, our own Air Force, and on the 
next page the Marines and Navy. Those are just replacements in the 
items with which we are charged replacement on account of wearing 
out. 

Mr. Gartock. Off the record, please. 

(Discussion off the record.) 

Mr. Forpv. How do you differentiate between the second, third, and 
fourth items on that list you started ¢ 

General Marsnais. The second item is for the ROK troops with 
our own forces, 

Mr. Forp. I see. 

General MarsHatu. The third item is this recent augmentation. 
Off the record. 

(Discussion off the record.) 

Mr. Hruska. How about item 4? 

General MarsHau.. Item 4 is the ROK Army as it is before aug- 
mentation. 

Mr. Forp. The third item is the augmentation ? 

General Marsnatu. That is right, sir. 

Mr. Scrivner. Off the record. 

(Discussion off the record. ) 


ROK REQUIREMENTS 


Mr. Ostertrac. Do you find that the ROK Army requires the same 
type of clothing for certain weather conditions as our American Army 


requines} 
yeneral MarsHauu. For these items, sir. 
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Mr. Ostrertac. These particular items? 

General Marsuaty. These particular items. The outer clothing j 
different from ours. 

Mr. Osrerrac. I was just wondering, if by virtue of the ROKs being 
used to their own climate, as differ entiated from our boys, whether 
there was a physical difference. 

General Marsuatu. That is one of the reasons, sir, you saw thi 


plant which is making their uniforms. They are making them their 
way, not our way. 

Mr. Wiaeteswortu. Off the record. 

(Discussion off the record. ) 

Mr. Wicc.eswortu. Will you continue, please. 


CLOTHING REQUIREMENTS 


General Marsnati. We were on page 2, where we have listed the 

various types of forces to be resupphied. That continues into page 3, 
which totals $62 million which, added to the $3,177,000 on page |. 
the $65 million gross requirement for Korea, offset by savings for 
strength, reductions in price, and this transfer of $26 million. 

Mr. Scrivner. What is project 1320? 

General Marsuau. Project 1320, sir, is the cash payment to the 
enlisted men. The reason for the reduction is that the enlisted men 
are now getting issues in kind. This is based on peacetime operations. 
That is the reason for the two projects. One is for cash and one is 
for issue. 

Mr. WiceLeswortH. On what are these applicable enlisted accession 
figures based ? 

General MarsHatyi. May I ask what page you are on, sir? 

Mr. Wiceieswortu. Page 1 of the classified document. 

General MarsHauu. That heading lists the strength in case of 
the new people coming into the Army. For instance, the first item is 
668,357. 

Mr. Wiacieswortn. Is that an estimated figure? 

General Marsuatu. Those are the figures furnished us by G-1l. I 
think it was brought out yesterday, as to the number of new men that 
will come into the Army during 1953, revised. 

Mr. Gartock. It is based on our estimate as of now of the draft calls 
for the rest of the year, plus the anticipated new enlistments. 

Mr. WiecLeswortu. Hoss the sum of those items equal the overall 
figures given yesterday for the reduced force? 

General Marsuatu. These will match those figures, so far as gains 
from enlistment from civilian life, the National Guard, and the Re- 
serves are concerned. 

Mr. WiceteswortH. You do not say how much, but as I understand 
it each one of them represents an increase over the original figure on 
which your initial request was based. 

General Marsuauu. No, sir; these represent a decrease. 

Mr. Wiceiesworrn. All of them represent a decrease ? 

General Marsnauu. On the first item the original figure was 721,000. 
This figure is 668,000. 

On the second item the original figure was 5,000. This figure is 741. 


On the third item the original figure was 1,000, and this figure is 
4,175. Thatis the only increase. 
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For women the original figure was 9,700. This is 5,199. 

General Decker. I do not think it is clear that this is a complete 
recomputation. 

Mr. Wiaciesworru. In other words, this is a recomputation for the 
entire fiscal year ? 

General Decker. That is right. 

General MarsHaLu. Yes, sir. 


PER CAPITA COSTS 


Mr. WiccLteswortn. The per capita cost varies materially among 
the four categories of people which you have listed here? 

General MarsHaALu. Yes, sir. 

Mr. WicGLeswortH. On what are those costs based ? 

General Marsua.u. Those costs are based on the individual items. 
In the case of the first item it is furnished to the new enlistee from 
civilian life. He getsa full uniform. 

We can furnish, if the committee so desires, a list of the items that 
this man gets. 

The second item shows the gains from the National Guard. The 
National Guard outfits the man with his outer uniform. There are 
certain other items he will need for active duty that he does not get 
from the National Guard. 

Mr. Scrivner. Where do you pick up your $17 million which you 
need in this supplement? We cannot tell from these figures where 
you have lost and where you have gained. 

General Marsuauu. That is the reason we show a revised computa- 
tion, sir. In other words, we have recomputed on the basis of the 
revised strength and revised price. 

Mr. Scrivner. But we have nothing here before us which gives 
us that recomputation, except what you have been telling us. We 
would have to go back to every one of these items in last year’s budget 
and see whether or not you are decreasing requests now, and whether 
or not you are increasing them. Why could you not describe those 
for us ina simple table? 

General Marsuatu. I can furnish that backup, sir. 

Mr. Scrivner. You said there was a decrease in some of these items 
on page 1, but we have no way of telling where the increase comes 
from. You have to have it somewhere. 

General Marsnatu. I think I explained before you came in, Mr. 
Scrivner, that there are three items which list the Korean require- 
ment. On page 1 there is the $3 million and on page 3 $62 million. 
That has been offset by $26 million, as shown, and $22 million addi- 
tional for price and strength reductions. 

Mr. Scrivner. I have that. 

Mr. Wiccieswortu. The whole request for this increase, in other 
words, reflects the need for clothing in fiscal 1953 for Korean ac- 
tivities, none of which was included in the original justification ? 

General Marsnatu. That is correct. 

Mr. Wiceteswortu. That overall requirement as computed here is 
reduced first by reason of the overall reduction in force and second by 
reason of the reduction in the cost of the uniform, to bring about a 
net increase of $17,000,000? 
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General Marsuatu. That is correct, sir. Page 3 indicates the total 
revised requirement including Korea of $191,980,000. The budget for 
this purpose, the original budget, furnished us, was $148,347 ,000. 

Mr. Ww 1@GLesworTH. The requirement with respect to Korea for 
fiscal 1953 is estimated at around $65,000,000; is that right? 

General Marsuaui. That is correct; yes, sir, 

Mr. Wiccieswortu. Or about one-third of the total ? 

General MarsHatu. Yes, sir. 

Mr. Wiccteswortu. Neither the National Guard nor the Organized 
Reserves equips its forces adequately for regular duty ? 

General Marsa. That is correct, sir. They are equipped for cer- 
tain static duty. When they go to the field you must Peiah them 
with the rest of their equipment. 


ISSUES 


Mr. Wiceteswortu. Running down page 1 I see the item of “Au- 
thorized issue subsequent to initial issue.” What is meant by that! 

General Marsnnaut, This is the same figure that was in the original 
1953 budget. There is no increase in that figure. Those are the 
issues during the first 6 months of service. We have to issue m: ny 
uniforms in cases of changes in body stature. This is to cover 2 
percent of the additional issue plus issues to the Army bands and so on. 

Mr. Wiceteswortru. This is the same figure that was in the budget / 

General Marswatu. Yes, sir; that has not been changed. 

Mr. Wiccieswortu. The Korean figure is new, of course? 

General Marsuay. That is right, sir. Off the record, sir. 

(Discussion off the record.) 


EXPLANATION OF INCREASE 


Mr. Wiceteswortu. What is page 2? 

General MarsHatn. The first item on page 2 is, as I explained, a 
bookkeeping adjustment to change this number of personnel from 
monetary allowances to issues in kind in Japan. 

Mr. WiccieswortH. That results in an increase of $5,175,000? 

General MarsHatt. It is a transfer to project 1311. We are trans- 
ferrmg $26 million from the other project. This $5 million is a part 
of that $25 million. 

Mr. Wriectesworrn. I do not understand that yet. 

Mr. Gartock. Sir, I think if we submitted a table showing allow- 
ances by project in the original budgets, the pluses or minuses to them, 
and the net position, that we mena answer your questions. 

Mr. WiceLesworrH. Suppose you supply such a statement for the 
record, if you will. 

General MarsHa.u. Yes, sir; we would be glad to. 

(The information is as follows :) 
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Mr. Scrivner. Off the record. 
(Discussion off the record.) 


EFFECT OF DISALLOWANCE 


Mr. Manon. There is one thing which concerns me about this presen- 
tation. That is, What would be the effect if we took no action on 
this request? I am not speaking only of your request, but of all of 
them. In other words, economy is never painless and reduction in 
spending is never brought about without effort. General Marshall, 
as to the figures which you justify, could the agencies which you are 
speaking for here somehow get along if we did not appropriate the 
money which you are requesting # 

General MarsHatu. There would be two things, sir. First would 
be whether or not within the “Army” appropriation there would be 
sufficient funds to cover this deficiency. I cannot answer that ques- 
tion. This is only asmall part of the total appropriation. 

Second, if there were no funds in the “Army” appropriation which 
could be transferred, we would merely reduce issues or reduce allow- 
ances here, because we could not reduce allowances in Korea. 

Mr. Manon. In other words, if we did not grant this money, the 
allowances in Korea would not be reduced, but they would have to be 
reduced elsewhere ? 

General MarsHaty. That is right, sir. I do not think we would be 
justified in reducing any allowances in Korea, unless we found waste, 
of course. Even at that, so long as they are fighting, you cannot turn 
down the request of the man fighting on the ground. 

Mr. Manon. I do not think anybody in the Congress wants to de- 
prive the men in Korea of anything they need, but the Army does 
have vast resources and backlogs of material as well as money. 

General MarsHary. Yes, sir. 

Mr. Manon. I regret to see us beginning the session by coming 
in and asking for more money for an organization, to wit the Depart- 
ment of Defense, which has already been treated, we hope, rather 
liberally by the Congress in previous years. Is there any comment 
anybody would care to make on that? 

Mr. Gartock. May I speak to that ? 

On this particular request. the items we are presenting are items 
which almost without exception are the result of the continuation of 
the war in Korea. They were not presented heretofore because we did 
not know whether war was going to continue. 

Mr. Manon. I know all about that, but nevertheless you were given 
a lot of money to operate the Department of Defense ‘last time. 

Mr. Gartock. I will say, addressing myself to the broad question ; 
since we cannot move without clothing and we cannot move without 
ammunition, that if we had the : authority to make adjustments between 
appropriations, I believe we would come pretty close to balancing this 
out. 

Mr. Manon. But regardless of any transferability, you have been 
given—and I use the words advisedly—vast sums for procurement 
purposes, quartermaster purposes and so forth. Many of those sums 
have not been expended even now. 

Mr. Gartock. Not in the areas we are discussing this morning, sir. 
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Mr. Manon. I know, but within the appropriations where you «lo 
have transferability. You do have it within the appropriations, «(| 
you still have a lot of unspent money, I think. 

Mr. Gartock. Sir, may I go back to this military pay item? The 
annual appropriation is for pay, food, clothing, transportation, and 
so on, and at the end of the year the money lapses if not obligated. 

Mr. Manon. That is right. 

Mr. Garrock. It does not accumulate on clothing. The clothing 
belongs to our stock fund, and we use that to control. We know we 
have the stocks. To get them from the stock fund you must have 
money to buy. 

Mr. Manon. I just wanted to express a little skepticism here. 

Mr. Wiaeteswortu. I understand Mr. Garlock is giving the matter 
you suggest careful study. I hope that before we get through here he 
will have some detailed information along that line. 

Mr. Manon. I would say that there are some new Members of Con 
gress who have read in the paper and heard during the campaign last 
year of the vast sums which the Army has, who will be shocked when 
you come in and ask for more right at the beginning of the session. 
I say the Army, but I mean the Armed Forces. I think you will agree. 

Mr. Gartock. Yes, l am aware of the problem, Mr. Chairman. 

I showed the chairman and you a copy of the letter we received 
from the Director of the Bureau of the Budget, which indicated that 
he, too, expected us to make this kind of a review. I think that as a 
result of these actions we will be able to make that presentation to the 
committee within a few days as to the specific action which can be 
taken. I hope it will keep us pretty close at least to working it out 
within the funds available. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Manon. In your testimony you have referred to the opportunity, 
if you had it, to absorb these costs rather than request an appropriation, 
and it would seem that perhaps you would come in and ask for the 
right of transferability and no new money. 

Mr. Gartocx. Mr. Chairman, I personally would prefer to stick to 
annual money with regard to transfer authority because it relates to 
the annual cost of oper ating the Military Establishment. The no-year 
money, without exception, was approved against specific procurement 
programs for end items which we still believe necessary. Any transfer 
from those, in my opinion, would simply bea delay. If no-year money 
were transferred we would be right back and ask for its replacement 
in 1954 or 1955 . It would not be a true saving. 

Mr. Manon. I am not talking about the transfer of money. I am 
talking about real savings which could be made. 

Mr. Gartock. Let me go off the record. 

(Discussion off the record. ) 

Mr. Wiceresworrnu. Is this request for clothing in effect a request 
for replacement of stocks? 

General Marsan. No, sir; this is for clothing to be issued in 
Korea. For example, we have in our office right now the requisition 
from Korea for next winter’s clothing. That has not been evaluated 
yet. I could have brought it up, but it has not been checked and 
double checked and evaluated. However, it is for clothing to be 
shipped to Japan for issue in Korea. 
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Mr. OstertaG. For this coming summer 4 

General MarsHauw. For next summer as well as next winter. They 
must have it over there by June for next winter. 

Mr. WicateswortH. Do you not have reserve stocks of this 
character ¢ 

General MarsHatu. Yes, sir. 

(Discussion off the record.) 

Mr. Forp. On page 3 of the classified document there is an item of 
$109,041 for civilian clothing to be issued in overseas areas. What is 
that 4 

General Marsuaty. That is clothing that is issued to men on mis- 
sion duty; enlisted men required to be on mission duty where they 
have to wear civilian clothes; therefore, we buy the clothes for them. 

Mr. Forp. It is a military order? 

General MarsHauy. That is right, sir. Both military and diplo- 
matic. ‘There are certain countries where we cannot let the men wear 
military uniforms. 

Mr. Mixer. Perhaps this is repetition, but as I understand it this 
$17 million, after the shakedown, is occasioned by needs in Korea. 

General MarsuHauu. Yes, sir. 

Mr. Miter. It does not affect the overall armed establishment ex- 
cept in Korea. Were it not for that you would not need it. 

General MarsHauu. That is right, sir. Were it not for that, sir, 
we would have a saving, because of the decrease in strength and the 
decrease in price. 

Mr. Mitier. To what extent does the character of that equipment 
come into it? I mean, is it occasioned somewhat by the fact that you 
need snow uniforms or extra heavy winter equipment for the Korean 
forces, or is it just a question of ordinary uniforms? 

General Marsuauu. This, sir, is for those items of the regular uni- 
form, such as socks, shoe packs, shoes, and so on that wear out faster. 
‘This is an increased wear-out rate on the regular issue uniform. 

You mentioned equipment. That would not be in this appropria- 
tion. Our appropriation is split. Individual clothing is in this ap- 
propriation. ‘The equipment is in maintenance and operations, which 
you will discuss. 

Mr. Mitier. And you consider the winterized clothing, and so forth, 
as special equipment rather than uniforms ¢ 

General Marsuauy. That is right. 

Mr. Mriuer. This is just for everyday uniforms, such as underwear ¢ 

General MarsHauu. Yes, sir. For example, they will wear out 2 
or 3 pairs of socks a week, instead of 2 or 3 pairs every 2 months. 

Mr. Mitier. Where Korea enters into this is because of the increased 
rate of normal wear? 

General Marsuauy. That is right, sir. 

Mr. Osrerrac. Perhaps the question I raise here might be going 
over the same point again, but I am rather confused as to the picture 
you present. Do I understand correctly, that this is something you 
did not anticipate because you did not know where the Korean war 
would be today. What did you budget? How does this compare 
with the request of last year? Is this request making up for the dif- 
ference of what you really thought you needed last year? 
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General Marsnatu. No, sir. It was an established ground rule, sir, 
that the 1953 budget would be presented on a peace-time basis without 
any thought of Korea. 

Mr. Osrertac. What I cannot resolve in my mind is your system of 
mobilized reserves, which perhaps is a sound policy and program, and 
your statement that the Korean war has been projected beyond the 
point of your anticipation. 

General Marsuauu. Mobilization reserves are based on ground 
rules established at top side, and are for a given strength over and 
above the existing forces on M—Day or M plus whatever the period 
of mobilization is. This reserve is set up for that purpose. 

Mr. Mrter. By M—Day you mean the total mobilization in the event 
of another all out war? 

General MarsHatu. Yes, sir. 

Mr. Osrerrac. I have just one other point. I do not see anything 
in the figures here which would indicate any great anticipation of 
stepping up the ROK army. 

General Marsuauu. There is one figure here, sir, that shows it. 

Mr. Ostertac. And the lessening of our Army in Korea. 

General MarsHatu. Off the record, please. 

(Discussion off the record.) 

Mr. Ostertrac. What is the difference between the ROK force and 
the ROK army? 

General MarsHatui. ROK’s with the United States Army are people 
integrated into our own units. The two ROK forces are put there 
with explanatory notes. A is the increase to the ROK army, and 
B is for the ROK army as it was before the increase. 

Mr. Osrertaa. In other words, that is an anticipation of increased 
ROK army participation ? 

General Marswatu. That is right, sir, to the extent of this total. 
This is all we have firm at the moment. 

Mr. Ostertac. That is all, Mr. Chairman. 


COMMAND FUNCTIONS 


Mr. Sueprarp. I would like to ask you this, Mr. Garlock, as the 
representative of the Secretary of Defense, Office of the Comptroller. 

Approximately 4 months ago—I can be wrong on the 4 months, but 
it is approximately in that area of time—there was a team of civilians 
made up of how many men I do not know that went into the respective 
geographical areas of the country reviewing from the command level 
the amount of funds which had been expended versus the amounts 
that had not been expended on actual operations by contractual pro- 
cedure, on those which had been effected. When they made those 
reviews in the field at the field commands they apparently had the 
authority to say to the field commander: “Well, you will go no further 
with project X, B, C, or whatever it may be.” And that those moneys 
that were in those expenditure categories were frozen in the Depart- 
ment of Defense. Now, somewhat later, possibly 30 or 40 days after 
that had taken place in the field, the local commands made additional 
representations of necessity pertaining to those funds. Under the 
jurisdiction of the Secretary of Defense there had been a few releases 
aunt back into the field, where the money had been taken away or 

ozen. 





Are you familiar with that procedure and am I stating it generally 
correctly ¢ 

Mr. Garvock. Off the record. 

(Discussion off the record.) 

Mr. Garwock. I do not recognize that particular operation. 

Mr. Suepparp. Well, there were at least two men who came into 

California. They made a survey of the operations at Muroc Lake, 
which is in the guided-missile category, and I am informed they made 
the same type of survey at the other guided-missile plant at Muroc. 
Then they went to the depots i in California and surveyed the construc- 
tion program, the extension of runways, etc., that ‘had been in the 
mill or functioning, and then they met at San Francisco and came 
together for a west coast conference, as it were, of the group that was 
in the field of function mentioned. 

Mr. Gartock. Yes, sir. 

Mr. Suepparp. And in and among themselves they decided that 
this would not go any further. This is a hypothetical figure upon my 
part, but it resolved itself in round figures approximately, I would 
say, to about $35,000,000 to $50,000,000. I am referring to the total. 

Later on there were some forgivable operations that took place, or 
reassignment of some of those funds that they had frozen. The 
amount of funds released I do not know. I know that there 
was at least $1,000,000 projected that was released again because of 
the fact that the local command made representations to the chain 
of command to the degree that the Secretary of Defense determined 
it was advisable not to proceed with the project. How much that was 
I do not know. That function did take place and was not applied to 
the west coast specifically, but to the continental United States pretty 
much universally. 

Now, I am asking you, do you know anything about that operation 
at all? 

Mr. Gartock. I recognize it. 

Mr. Sueprarp. Now that you recognize it and we have a common 
ground of understanding, I would like to ask you how much money 
is there left in those budgets that were frozen by that operation 
throughout the continental United States. 

Mr. Gartock. The largest area would be within the public works 
field. 

What was done there was to go out to individual bases and review 
the plans on the spot. A group went out that had the authority to 
stop any project then under way that could not be justified by the 
local command. This group was accompanied by representatives of 
the military departments. I cannot recall the exact amount that 
was involved, Mr. Sheppard, but it was fairly substantial. 

As a result of those actions, the base commander, reporting through 
the military chief of command, made recommendations, and then there 
were times when there were factors pertinent to the continuation or 
discontinuance of the projects that were not either present at the field 
survey or were not availuble to the commander himself. Some of 
those were just errors of information. Taey were corrected. 

On some of the others they appealed to the Secretary of Defense to 
determine between our recommendations and the department’s rec- 
ommendations, and in some cases he considered the department’s rec- 
ommendations better. 
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In the field of guided missiles, as you know, we have Mr. Keller re 
viewing that program. He is continually surveying from the techn; 
cal side and he makes changes, both as to increases in rates and as to 
decreases—when projects make better progress or less progress than 
anticipated. 

Insofar as funds that were thereby frozen, Mr. Sheppard, we stil] 
have substantial amounts of unapportioned money for public works, 
but in all three departments we have substantial amounts of author- 
ized construction and have not as yet been financed. 

Mr, Surpparp. Let me ask you this: Is it the present policy of your 
thinking, if you can tell me—and I do not want you to commit your- 
self to policy and my questions are not intended to be embarrassing. 
but a means by which I can search out information and facts—is it 
contemplated that because of the authority that is presently law, that 
the recoverable funds that I have referred to would be applied in 
those categories after you have conferred with the legislative com- 
mittee of the House and the Appropriations Committee as to the fur- 
ther expenditure of those funds in additional authorizations? 

Mr. Gartock. They fall into two categories. With respect to con- 
struction, continental United States, I feel that we have made all 
the clearances we need with the authorizing committees. They have 
authorized it. We would expect to come back to this committee and 
present in our new financing where we have a savings, and we would 
say we are trying this, and. you can see it, and if you do not like it 
you will have an opportunity to strike it. So far as outside the 
United States is concerned 

Mr. Suerrarp. I am confining my inquiry at the moment strictly 
to the continental United States. 

Mr. Gartock. Yes. 

Mr. SuHeprarp. Are figures available in the comptroller’s division 
showing where this money has been rescinded or frozen because of 
its unessentiality? Can you give us the specific amounts? 

Mr. Gartock. Yes; I can ‘supply that information. I do not have 
it with me at the present time. 

Mr. Suerrarp. And is it your thinking, as you have expressed, I 
believe, to Mr. Scrivner, or Mr. Ford, a few minutes ago, that even 
though there were funds in that category of some sizable character 
that you would feel there should be a greater degree of transferability 
permitted to the Secretary of Defense for the application of those 
funds? Is that what I am to interpret from what you have said? 

Mr. Gartock. No,sir. That isnot what I meant to imply. 

Mr. Suepparp. I may have misinterpreted your statement. 

Mr. Gartock. I was saying if we are to finance this supplemental 
appropriation from other ‘than new appropriations—— 

Mr. SHeprarp. Yes. 

Mr. Gartock. I would prefer to take it from annual type funds 
rather than from no year type which are for provurement of aircraft, 
ships, guns, ammunition, and public works, as the appropriation of 
tunds has been pretty closely tied with the building of a specific item 
and the procurement of specifically stated quantities of military end 
items. As of now we still believe we need those end items. We feel, 
with the construction not having the whole amount financed, that to 
take anything away from it just. increases the amount we have to ask 
for in a supplemental or subsequent period. 
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Mr. Sneprarp. I think that your conclusions are quite applicable 
with the reservation that we keep out of the field of the already de- 
termined rescinded funds that are not to be expended because it is 
not necessary to expend them, and I understand there is at present a 
sizable amount in that category. 

Mr. Gartock. Yes. I might have to take a different position on 
that. 

Mr. Suerrarp. Would you mind stating your position on that aspect 
of it? 

Mr. Gartock. With respect to any construction funds that are 
found to be either in excess of that required for the job, er where the 
project is no longer needed. my first recommendation would be that 
it be applied, with the approval of the committee, to unfinanced por- 
tions of the construction programs, but if the committee so desires, it 
could be applied to financing other types of activity, such as that 
covered by this supplement. 

Mr. Suerrarp. Of course, again, you refer specifically to one cate- 
gory, that of construction, and the funds that I have reference to as 
being of a rather firm character and of considerable size, do not cover 
construction exclusively but cover some other organizations and items 
within the military. 

Mr. Gartock. I would extend my remarks to any other amounts 
definitely frozen. 

Mr. Sueprarp. In the report that you will bring to us covering the 
amount of funds to which I have just had reference, I would like to 
suggest, if I may, that that be approached rather cautiously because 
in the language involved, and from the correspondence I have re- 
ceived, it 1s somewhat elastic, and I would like to have the actual 
dollar conclusions that have resulted irrespective of the conversation 
that might have been put on paper. I know that you will give that 
to me. 

Mr. Gartock. Yes. 

(The information requested is as follows :) 


Department of Defense funds not released for obligation as of Dec. 31, 1952 


Total ! 
amount Amounts re- 
| withheld leased after 
| pending fur- | further re- 
| ther exami- view 
nations 


| 
Amount held 
after further 
review 


Amount 
pending 


Army: Procurement and production. $70, 000, 000 j.....-.-.---. $70, 000, 000 
Navy: 
Construction of aircraft and related pro- | | 
curement___. i : 13, 700, 600 |........- a : , 13, 700, 000 
Ordnance and facilities.__- ..------}| 62,000,000 j..............| $47,000,000 | 15, 000, 000 
Marine Corps troops and facilitie S...-.j--.+) 30,000,000 x 7 23, 000,000 |__. 
Facilities, Navy__-__- sate aaiaeetitied 22, 642, 000 $3, 092, 338 “19,5 549, 662 
Air Force: 
Aircraft and related procurement 692, 809, 000 294, 620, 959 od z 398, 188, 041 
RO and construction of real prop- 
EEE 30, 837, 220 | 


914, 988, 220 297, 713, 297° " 100, 837, 220 "516, 437, 703 
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Mr. Sueprparp. Now, with reference to the other subject matter that 
we have had under discussion, that happens to be the Korean situation, 
and it becomes involved because of misconceptions in the past because 
of the manner in which previous budget presentations have been mace. 
Hypothetically, there was no war and we were dealing with a so-called 
peacetime budget and yet we have had to provide for very heavy 
expenditure of funds. 

The way the presentation was put together has caused not only this 
committee but the Members on the floor of the House considerable 
controversial reactions because of the interpretations that were taken. 

In the supply accounts which you are building up here, and have 
built up, and to which you addressed yourself in response to the inter- 
rogation a few minutes ago, there is an inventory of guaranty to pro- 
tect you against lead-time requirements if the heat goes on. 

General Marsuaui. That is right. 

Mr. Suepparp. That is strictly its category ? 

General Marswauy. Categories of items. 

Mr. Sueprarp. The inventory that you have built up here is for that 
specific purpose only ? 

General MarsHauy. That is correct. 

Mr. Sueprarp. And you are not reaching into that inventory for 
immediate relief or immediate requirements in the field of operations?! 

General MarsHau. No, sir. 

Mr. Sueprarp. So you are intent in your presentation here to keep 
that in status quo? 

General MarsHauu. Yes. 

Mr. Suepparp. Are you contemplating through your requests here 
to add to that particular function as such ? 

General Marsuatx. Not here; no, sir. 

Mr. Suepparp. This is merely to pick up the required slack that is 
already in evidence in the theater of operation as it applies to Korea! 

General Marsuaty. That is correct. 

Mr. Scrivner. Following the questions just discussed by Mr. Shep- 
pard, and in anticipation of the request to be made for the fiscal year 
1954, I think that it would be well for somebody to have a very clear, 
concise picture of the mobilization reserve program, going as far as you 
can into specific end items which we have procured or are now pro- 
curing, so that we can see the entire picture. 

I recall quite well when the mobilization stockpile was begun we 
were told that particular purpose was to add a state of readiness in 
the case of a grave or complete mobilization, and that in certain items 
we were building up to 25 percent, and in some 40 ens and in 
some 60 percent. Then we were also told that if mobilization did not 
come during that year there would be no further requests for funds 
for these particular items because you have them on the shelf and 
you would not have to ask for them the second year. 

I am not real sure that part of the statement was complied with, so 
with the 1954 request coming up I feel quite sure the subject Mr. Shep- 
pard has raised, which has been in our minds for some time, will of 
necessity require very, very thorough scrutiny. 

Part of that, of course, has come about by reason of the fact that 
we have been living in a situation filled with false assumptions. No- 
body knew better than this committee after we sat here week after 
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week and heard from some members of the Chief of Staff the situation 
that existed in Korea; no one knew better than we, except the men 
fighting, that we were actually at war. No matter what somebody 
else called it, it was a war, and as we saw the situation develop we fully 
realized that the assumption made for the purpose of presenting a 
budget that the war in Korea would be over June 30, 1950, was abso- 
lutely ridiculous. It has made the presentation hard. It has made 
the understanding difficult, not only for us but for the Members of 
the House, when we present these things on the floor. I do not know 
what the presentation will be in the next 2 weeks, but I hope that 
as we get into the 1954 appropriations there will be a more realistic 
view of it, and I think it will make your job and our job more simple. 

Now, down to one specific thing that does not concern the supple- 
mental, but again is something that runs into a fairly large sum of 
money, and that is the program that has been followed of the issuing 
of uniforms on discharge. It is a program which I think should be 
thoroughly reviewed. 

I have talked in recent months to a great number of young men who 
have been released from the service after the completion of their 
2 years of duty, and they think that is one of the most ridiculous 
things that the Army is doing for this reason: In the first. place, when 
they came into the discharge centers, for the most part, they have 
been under pretty rigorous training and are trained down to a pretty 
fine physical degree. Within 3 or 4 months after they are discharged 
they have by that time gained so much weight that they cannot even 
get into their uniforms. Most of them will tell you quite frankly 
unless Uncle Sam reaches out and grabs them again they are never 
going to put on a uniform. Asa result, you are issuing millions of 
dollars worth of uniforms, first that cannot be used after 90 days, 
anyway, without alteration or exchange, and, in the second place, they 
are not going to use them. They will be put away in a closet or box, and 
it will not be long before the moths will be getting fat on those uni- 
forms. Or perhaps they will be used for work or hunting, and thus 
worn out. These men are disgusted. If they are going to be dis- 
charged, their uniforms should ‘be left in supply. 

Now, that leads up to one story which was in the Kansas City 
Kansan of Saturday, January 31. It is a UP story, and I have no 
idea whether it is true or false. But if this is a sample of what is 
going on, even though it does not relate to the supplemental program, 
it is something that should be remedied without delay. W hose job it is 
to remedy it Ido not know. Here is what the article s: ays 

The United States Army had its 45 cents today after a 6 months’ search that 
covered 8,000 miles and cost an estimated $150. 

Cpl. Floyd I. Oldham, 24, of Greensboro, lost a GI necktie in Japan last summer 
and the Army refused to let him get away with it. 


Oldham went home, got a discharge and thought it had all been forgotten, but 
meanwhile Army correspondence was traveling relentlessly from one unit to 
another. 

The Army finally caught up with Oldham, and a major appeared here to collect 
a quarter and two dimes from the ex-soldier. 

He refused to accept Oldham’s offer of a surplus army necktie in lieu of cash, 
explaining that would be “too complicated,” and took 45 cents. He said this had 
to be forwarded to Army finance officers in Sasebo, Japan, so the unit’s books can 
be balanced. 

“T never would have believed it,” said Oldham, an infantry combat veteran. 


29310—53——34 
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General MarsnHatu. I have no answer for that one. 

Mr. Scrivner. I hope somebody will find out if that is true. The re 
are many times when Uncle Sam goes a long ways and spends a lot ; 
money to regain something as a matter of principle, but that is car ry 
ing the matter a little too ‘far. 


Wepnespay, Frsruary 4, 1953. 


TRAVEL OF THE ARMY 
WITNESSES 


LT. GEN. GEORGE H. DECKER, COMPTROLLER OF THE ARMY 

MAJ. GEN. B. E. SAWYER, CHIEF OF FINANCE 

COL. V. M. BUDGE, BUDGET OFFICER, OFFICE, CHIEF OF FINANCE 

W. K. MENEFEE, BUDGET ANALYST, OFFICE, CHIEF OF FINANCE 

BRIG. GEN. H. B. POWELL, DEPUTY A. C. OF S., G—1 (MC) 

LT. COL. D. 8. PRESCOTT, CLASS AND STANDARDS BRANCH, A. C. OF S., 
G—1 

COL. C. K. McALISTER, CHIEF, ESTIMATES AND FUNDING BRANCH, 
BUDGET DIVISION, OCA 


Activity 1400 TRAVEL oF THE ARMY 


Distribution by object classification of supplemental request 


Fiscal year 
. - , 1953 supple- 
Number mental 


| request 
| 


a) | 





02 | Travel__-- ss ; inida simak)? OM,A97,.000 
03 | Transports ation of things ee a hae See Nee an eee 5, 960, 000 
07 | Other contractual services -_-._____. eee BAL IG 913, 000 


Total direct obligations___ 





Mr. WiccLeswortH. The next item is a request for an increase of 
$56 million for “Travel of the Army,” tab 5 of the justifications. 

It apparently reflects an increase of $79 million in respect to per- 
manent change of station, individuals, and a decrease of $23 million 
with respect to permanent change of station, organized units, result- 
ing in a net increase of $56 million, or something over a 25-percent 
increase over the original estimate for the current “fiscal year. 

Who is going to deal with this item ? 

General Sawyer. I am General Sawyer, Chief of Finance, sir. 

Mr. Wicerrswortn. I see that we have one sheet of the classified 
document that ties in with this. 

Colonel Buper. If I may offer a suggestion, will you take the classi- 
fied chart and work in connection with sheet No. 33. I think it can 
better be explained in that way. 

Mr. Wicciesworru. Very well. 
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GENERAL STATEMENT 


General Sawyer. Mr, Chairman and gentleman, included in this 
supplemental is a request for $56 million for travel and transportation 
incident. to permanent change of station. The additional funds are 
required to meet increased requirements generated by continuation of 
hostilities. 

The 1953 travel appropriation totaled $194,450,000 as compared to 
$217 million obligated for fiscal year 1952. The 1952 appropriation 
provided for an average troop strength of 1,595,155 with a turn-over 
of approximately 500,000. Revised requirements for this fiscal year 
provide for an average troop strength of 1,543,346 with a turn-over 
approximating 900,000. In short, the amount appropriated for 1953 
is approximately 10 percent less than 1952 usage as compared to a 3.2 
percent reduction in troop strength between the 2 years, and an 80- 
percent increase in requirements for travel pay on discharge and 
replacement training due to turn-over. 

The 1953 request did not provide for continuation of the war. Even 
on that basis we would have been seriously pressed to live within the 
funds appropriated without impairing the training program, further 
extending overseas tours, or cutbacks in the rotation program. None 
of these steps can be effectively accomplished under continued hos- 
tilities, and $118 million or 61 percent of our available funds were 
obligated in the first half of the year. This estimate is projected on 
the basis that the war will continue throughout the year. Require- 
ments have been reevaluated on the basis of revised troop strength, 
deployment, and personnel policies using 1952 experience a8 a standard 
for combat operations. Of the $56 million requested, $2.5 million is 
for travel to first duty station, $17.5 million for ieadiicheanen training 
and deployment, and $36 million for travel to and from overseas. 

This concludes my opening statement. 

Mr. Wiceitesworrn. You have available $194,450,000; is that right ? 

Colonel Buper. That is correct, sir. 

Mr. Wiceieswortu. Is that the basis on which your original request 
was justified ? 

Colonel Buper. That. is correct. 

Mr. WiecLeswortu. Has it been changed since then ? 

Colonel Buper. Less, of course, the reductions which we received 
in Congress. 

Mr. Wiacrrsworti. You say $118 million of that was obligated 
December 31? 

Colonel Buner. That is right, sir. 

Mr. Wiceieswortn. How much was expended as of that date? 

Colonel Buper. The expenditures as of that date were $81,133,000. 

I would like to point out in that particular regard that there is a 
lag in travel expenditures. For instance, in 1951, on a base of $177 
million, $ $37,300,000 was expended atten the end of the fiscal year. 

In 1952 we have already expended $25,700,000 after the end of the 
fiscal year, so there is a lag, and the ae se are not indicative 
of the obligations in travel at this particular point. 

Mr. Forp. When the fiscal year ends, do those funds revert to the 
Treasury, or are they continuing appropriations? 

General Sawyer. The unobligated funds revert to the Treasury, but 
we have 2 years to pay the bills—any bills incurred during the fiscal 
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year, and the great amount of our bills are from the railroads. They 
come in, and it is sometimes 3 months after the travel is performed 
before we receive the bill and pay it to the railroad. 

Mr. Forp. When do you make your obligation ? 

General Sawyer. We make the obligation when the travel is started: 
in fact, when the order is issued authorizing the travel. 

Mr. Forp. The payment may not come in until later ? 

General Sawyer. It can come any time within the next 2 years afte) 
that. 

Mr. Forp. As long as you obligate before the end of the fiscal yea 
the funds do not revert to the Trea isury ¢ ; 

General Sawyer. That is right. 

Mr. Forp. You have 2 years ; after the end of the fiscal year to make 
the actual payment ? 

General Sawyer. That is right, sir. 


OBLIGATIONS AND EXPENDITURES 


Mr. Mitier. What is your experience as to the amount of obligated 
travel? 

General Sawyer. I think that we have some figures on it. 

Colonel Buper. If I recall correctly, in 1951, based upon an appro- 
priation of $17,000,000, we finally turned back $12,000,000. 

General Sawyer. That was a little under 10 percent. $10,000,000 
would be 10 percent, and we turned back $12,000,000. I would say 
that it is about 7 or 8 percent. 

Mr. Mutter. In other words, if you allowed 7 or 8 percent reduction 
in your estimate at the end of the calendar year, you would have prob- 
ably what would be the actual obligation. 

Colonel Buper. That may or may not be so. For instance, in 1951, 
and I would like to point this particular item out: This was a time 
of mobilization and everybody was moving and it was difficult to esti- 
mate. The estimates for 1951 may not have been too good, and show 
an 90 pp obligation of that amount, but to say that would occur 
year after year, I cannot accept that particular statement. 

rig Miter. Do you think that was an exceptional period ? 

Colonel Buper. Certainly, the situation that existed during that 
period, as you know, was not conducive to knowing exactly what was 
going to happen in the travel picture. 

Mr. WiceLteswortH. What was your actual expenditure in the fiscal 
year 1952? 

Colonel Bupner. Our expenditures in 1952, so far—— 

Mr. WicciteswortH. I mean the fiscal year 1952. 

Colonel Buper. $208,977,000, expenditures to date. 

Mr. Wiccteswortn. I am talking about the fiscal year 1952, not the 
fiscal year 1953. 

General Decker. He is right. He has not liquidated all his obli- 
gations for the fiscal year "1952 at this point. He has liquidated 
$208,000,000, but there ‘is still more that will be liquidated later on. 
We are only 6 months from the end of the fiscal year 1952. 

Colonel Buper. May I get your question again, Mr. Wigglesworth ’ 
Did you ask me how much had been spent ? 
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Mr. WiceieswortH. You are asking now in the revised estimate for 
$250,450,000 obligational authority in respect to the fiscal year 1953. 

Colonel Buver. That is right, sir. 

Mr. Wiceiesworrn. I want to know what you actually expended in 
respect to the fiscal year 1952. 

Colonel Bunce. The expenditures for the fiscal year 1952 to date 
amount to $208,977,000. 

Mr. Osrerrac. Does that include carryover obligations ? 

Colonel Buner. It is liquidating those obligations ; that is correct. 

Mr. Menerer. Out of the $217,700,000 obligated in the fiscal year 
1952 we spent in the fiscal year itself $183,400, 000. Since the close of 
the fiscal year we have spent $25,600,000, leaving an unexpended bal- 
ance of $8,700,000. E xpenditures are still coming in at a rate of ap- 
proximately $700,000 a month, and we have 2 years to finish the liqui- 
dation of these obligatitons. 

Mr. Hruska. The total obligation, then, was $217,000,000 ? 

Mr. Menerer. Yes. Of that $208,977,000 has been liquidated to 
date. 

Mr. Forpv. Will there be sufficient funds to liquidate those 
obligations ? 

Mr. Menerer. We think so, sir. We have $8,700,000 left. The 
largest impact is over. Now it is a matter of settling the remaining 
bills for transportation of household goods, the residual billings from 
the railroads, the last of the dependent travel, and so forth. We think 
the $8,700,000 will see us through for 1952. The $217,000,000 for 1952 
compares to the $194,450,000 appropriated for this year on a much 
heavier turnover for this year. 


EFFECT OF KOREAN OPERATIONS 


Mr. WiceteswortH. What is the fundamental reason for coming 
before this committee now and saying that you need 25 percent more 
funds for this purpose than you had in our regular bill? 

General Sawyer. The main thing is we are fighting a war in Korea. 
When the budget was prepared originally the Korean war was left out 
of it entirely. 

Now, as you know, we are engaged in that war, and we are asking 
this additional money primarily upon that basis. 

Mr. WiceieswortH. You mean there were no funds under travel for 
the Army for the Korean hostilities after July 1, 1952, included in the 
1953 appropriations ¢ 

General Sawyer. That is corréct, sir. 

Mr. Wiccireswortu. Is this increase wholly with respect to those 
operations ? 

Colonel Buncr. Not entirely. May I go off the record just a 
moment ¢ 

Mr. WiacteswortH. I would like to have something on the record, 
but go off first, if you desire. 

Colonel Bonar: If I may, sir. 

(Discussion off the record.) 

Mr. Wiccieswortsa. How much of this increase is in respect to 
Korean hostilities ? 

Colonel Bunce. $36,029,000 in this particular item that we have just 
discussed off the record. 
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Mr. WiecLeswortH, $36,000,000 out of the $56,000,000 ? 

Colonel Buver. That is correct; yes. 

Mr. Wicciesworrn. Will you please explain the table which is }y 
fore the committee in the classified presentation ¢ 

Colonel Buper. This is unclassified. On page 33 you will notice we 
have four columns. The first column is as the funds were appropriated, 

The second column represents an adjustment we made in order to 
compensate for the change of budget assumptions, that is, war con 
tinuing. 

The third column is the revised requirement on which this supple- 
mental is based. 

The fourth column, of course, is the difference. 

Mr. Wieetesworrn. I do not understand what column 2 is as 
compared with column 1. 

Colonel Buper. As we pointed out, Mr. Wigglesworth, the assump 
tion was changed as far as the continuation of hostilities was con- 
cerned. It was anticipated at that particular time that there would 
be a redeployment of units as such, not individuals, and a portion of 
the $50 million was appropriated for that purpose under that assump- 
tion. The assumption changed, as you gentlemen know, and it has 
been discussed here many, many times. “Therefore, we reduced that 
amount by $23 million, which we put into the item “To, from and 
between overseas commands,” because if they were not to be rede- 
ployed as units they were rotated to and from overseas as individuals. 
That is the only adjustment we could make within the funds that were 
available to us, and this adjustment is so shown in the second column. 

The third column, as I pointed out, is the revised requirement. 

Now, we felt that 1952, being a year of conflict, would have a direct 
relationship to 1953, which also has turned out to be a year of conflict. 
Therefore, if you will turn to the chart that is marked “Classified,” 
page 1 of the classified section, you will note that we have made a com- 
parison between our 1952 usage and our 1953 revised requirement. 

Now, if we go into details, I will have to go off the record in dis- 
cussing this chart. 

Does that explain it to you, Mr. Wigglesworth ? 

Mr. Wiccteswortn. Well, in broad outline, I think it does. 

Colonel Buper. Any discussion of this classified chart will have to 
be off the record. 

We are not comparing the 1953 revised to the 1953 original: w« 
are projecting it on our experience for 1952. 

Mr. Scrivner. I saw that you did not, and I was going to ask you 
pretty soon why you did not? 

Colonel Buver. I can give you that information, but we are basing 
our requirements for 1953, Mr. Scrivner, on our 1952 experience. 

Mr. Scrivner. You are asking for a supplement to the 1953 ap- 
propriation ? 

Colonel Buper. Yes; that is correct. 

Mr. Scrtvner. So, any presentation which does not go into detail 
of the funds we gave you last year in your 1953 appropriations, as 
compared to the request you are making now for increases, does not 
give us the picture. 1952, as far as we are concerned about appro- 
priations, is water over the dam. 
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Colonel Boer. That is correct, sir, as far as appropriations are 
concerned. 

Mr. Scrivner. That is what we are talking about here. 

Colonel Buper. I am trying to show our requirements, by categories, 
in relation to the 1952 usage. 

Mr. OsTertaa. Column 1, “As appropriated,” is 1953? 

General Sawyer. Yes; appearing on page 33 of the justifications. 

Mr. Wiecrirsworti. Even upon that basis it would seem that your 
classified statement would call for an overall appropriation in the 
fiscal year 1:53 of $223 million, instead of $250 million, which was 
indicated previously. 

Colonel Buper. We have not included in this classified chart the 
$27 million we have for the movement of organized units. This classi- 
fied chart is not a paix or the budget. We merely present it to you in 
an effort to show you our requirements. Our budget is on page 33. 
We show how it was adjusted and we show our revised requirement 
and we show our difference. 

The classified chart merely tries to point out to you gentlemen our 
1953 requirements in relation to our 1952 usage. 

Mr. Wiecieswortn. I understand. 

Now, I wish that you would discuss that chart in detail off the 
record. 

Colonel Buper. All right, sir. 

(Discussion off the record.) 


TRAVEL OF ORGANIZED UNITS 


Mr. Wiceieswortu. How do you arrive at the figure of $27 million 
for the travel of organized units? 

Colonel Buper. That is based on a troop list furnished us by G-3 
The troop list itself was classified “Top secret.” 

Mr. Wiceteswortn, Is this $27 million going to be required 
full; or is that a maximum ? 

Colonel Buver. As far as the costing of that particular troop list 
is concerned, that is what it is going to cost us. 

Mr. Wicaieswortn. Specific units to specific organizations accord- 
ing to plans already in being? 

Colonel Buper. That is right, sir. 

Mr. Wiccteswortn. Would the number of units covered by that 
figure bear the same ratio that other units moved by the $50 million 
previously bore? 

Colonel Buner. No; they will not, because you have so many dif- 
ferent types of units. To move an Antiaircraft battalion with all its 
equipment is much more expensive than moving an Infantry battalion. 
You have various small service units that vary in personnel and the 
type of equipment they have; so, there is no correlation. 

Mr. Wiceteswortu. You have told us that about $36 million out 
of the $56 million is 100 percent in reference to the Korean operations? 

Colonel Bupver. That is correct. 
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OTHER INCREASES 


Mr. WiccteswortH. What is the other $20 million for ? 

Colonel Buper. Approximately $2.5 million is the increased cost of 
bringing enlisted personnel to the first duty station ; $17.5 million is 
for increased costs of training and deployment within the Zone of the 
Interior. I feel that this is a direct requirement due to the fact that 
the war has continued in Korea. We are faced with the proposition 
of bringing the men in, training them, and getting them over to Korea. 
If you will follow an enlisted man after he is inducted by the Selective 
Service, he goes to a collecting point. From that point he goes to a 
reception center. From a reception center he goes to a replacement 
training center, or a training division. He also is sent to service 
schools, and all of the costs from the time the man leaves the rec eption 
center until he goes overseas is contained in this particular category. 

Mr. Wiceteswortu. W hy the increase ? 

Colonel Buper. I would like to point out one particular thing: That 
is, the fact that we were cut approximately $7.5 million by Congress, 
and we had to absorb it in that particular category. 

Mr. Wicctesworru. That is what I was getting around to. This is 
in effect a request for a restoration of the funds that you previously 
requested in connection with the original bill; is that not so? 

aden Buper. I feel that way; yes. 

Mr. Wiceteswortu. Well, does that go for the whole $17,500,000’ 

Colonel Buper. Yes; in that particular category, for this reason: 
If we bring men in, we have to pay their transportation. If we send 
them overseas we also have to pay their transportation. When they 


are separated we have to pay their transportation. If there are any 
cuts taken against this appropriation, we must absorb it within that 
area, and that is what we did. 


TESTIMONY ON 1953 BILL 


Mr. Scrivner. I would point out while we are on this, in the hear- 
ings last spring the Department itself asked for $10 million less than 
they had requested the previous year. I would also point out that in 
your discussion of travel which you mentioned a while ago. being 
presented here for $20 million, you said in the hearings last year the 
average was $19 million for 1953. 

Colonel Bunce. If I recall correctly, I was talking of an overall 
average, both enlisted and officers. 

Mr. Scrivner. You did not break it down. It was per individual. 

Colonel Bupex. That is right. I did not break it down between 
officers and enlisted personnel last year. 

Mr. Scrivner. And the presentation showed that the average entry 
into the service was $17 million. That includes also officers and men. 
That would be your first item, would it not? 

Now, this committee does not compile figures, or make a presenta- 
tion. That is your job. 

Colonel Buner. After our experience last year, Mr. Scrivner, that is 
the reason why I submitted this particular chart that is classified. 
Heretofore those charts have never been submitted in defense of our 
travel budget. I am merely trying to set out our requirement and 
compare it with what experience had been in the past fiscal year. 
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We got into a discussion of average rates last year, that is correct, and 
| did not have a chart of this type, and I could only talk in overall 
averages. I think you will find that the case, and when I submit 
this information to you, if you will go back—with the exception of 
the euts we had to take in this—you will find the averages will be the 
same, sir. 


EFFECT OF REVISED PLAN 


Mr. Forp. What has been the effect of your revised plan for newly 
enlisted personnel ? 

Colonel Buper. We have a certain amount of immediate reenlist- 
ments. We also have a group of inductees who extend their service. 
We cannot come up and ask you gentlemen for travel to first duty 
stations when they are already at the stations when they reenlist or 
extend their service. 

Mr. Forp. As I see it, your figure is higher rather than lower. 

Colonel Buper. The gross gains under the revised plan that this sup- 
plemental is based on are 817,204. Those were the gross gains. From 
those gross gains we eliminate those particular ‘individuals that I 
mentioned. 

Mr. Osrertaa. These are estimates, anyway ; are they not ? 

Colonel Buper. They are estimates. 

(Discussion off the record.) 

Mr. Meneree. I think that this may clarify the situation: Strength 
figures for the Army are put out in a strength annex to the budget 
directive. It may well be that each service has its own peculiarities. 
For example for our purpose in computing travel, starting with the 
gross gains, we would eliminate the immediate reenlistments and con- 
tractees. Likewise, probably the Quartermaster, in computing his 
figures, has certain adjustments that are necessarily peculiar to his 
service, but we all start throughout the Army on one given troop 
plan which comes from the Assistant Chief of Staff, G-1. 


DISCREPANCY IN STRENGTH FIGURE 


Mr. Forp. On page 1, you will see the item for clothing. It is for 
an initial issue in an amount that is classified. Then you turn to the 
part for travel, and it is for travel to first duty stations and there is a 
20,000-man difference. You ought to reconcile that in some way. 

Colonel McAuister. As mentioned, they all use the same schedule A. 
There is a table furnished by the Assistant Chief of Staff, G—1. 

With regard to the clothing, say, for example, we have certain 
individuals that are recruited for particular purposes that may go to 
a base where uniforms are never used. They would not fall into that 
category. 

Mr. Scrivner. They would get an initial uniform, surely. 

Colonel McAuister. They do not wear a uniform. 

Mr. Osrerrac. We have a figure on that. 

Colonel McAuistrer. I think General Marshall could come in and 
show where he used the same basic set of figures for his computations. 

Mr. Scrivner. Do you mean to tell me that a new recruit Just taken 
into the service and sent to a foreign duty station where he wears 
civilian clothes never has a uniform issued ? 
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Colonel McAuister. Special personnel. 

Mr. Scrivner. How often will that happen ? 

Colonel McAuisrer. Not very often in that category. 

Mr. Scrivner. Would there be as many as a hundred? 

Colonel McAuisrer. I think G-1 can give you the numbers on that. 

Mr. Scrivner. It would be very few. 

Mr. Hruska. It would not be 20,000? 

Colonel McAuistrer. It would not be that number at all. 

General Decker. The difference is not 20,000 as it appears because 
you have to add in the other people that appear on page 1 of the 
quartermaster annex; 741 gains from the National Guard, and so 
forth. 

Mr. Hruska. We have added that. The difference is still 20,000 
after adding those. 

General Decker. Have you counted all those people? 

Mr. Forp. Yes. 

Mr. Meneree. I think we can make a reconciliation of the figures. 
There are gross gains of 817,204. 

(Discussion off the record.) 

Mr. Forp, Can you give us a memorandum reconciling these figures? 

Colonel Buper. Yes. We can start with annex A, which is the 
strength annex upon which this particular budget is based. We can 
show the reductions, and it comes to a figure of 698,989. I cannot 
reconcile our figures with the quartermaster figures, but we can recon- 
cile them to the strength annex on which this budget is based. 

General Decker. We will furnish the information. 

(The matter referred to is as follows :) 

Program 1300, individual clothing, provides for a total of 678,472 initial issues 
of clothing to enlisted personnel. 

Program 1400, travel of the Army, provides for the travel of 698,989 enlisted 
personnel to first-duty station. 

A reconciliation of the difference of 20,517 follows. 

Both the estimates are based on annex A, APG-53 dated January 1, 1953. 

Enlisted gains, from annex A, APG-—53 (Jan. 1, 1953) 


PNA a an cen sac essence ose eoie ci oocuniee ann moaed aces aaa nage ase ae ce 560, 748 
Contractees_____ : 39, 184 
Reserve 4,175 
National Guard 741 
No prior service 774 
Immediate reenlistment_ 031 
Other 551 


, 204 


Travel to first-duty station 
Contractees, no travel 
Immediate reenlistment, mo travelion 2. cn —79, 08 


Total 


One-third of “Other” column, number estimated to reenlist within 90 days 
of discharge or otherwise not entitled to initial issue of clothing —20, 517 


wd a i Ssh nti bee SD, SS TESOL BSS 678, 472 
698,989 — 678,472 =20,517. 
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In short, the 61,551 gains under “Other” column must all be furnished travel 
to first-duty station whereas an estimated one-third of them or 20,517 will return 


to military service under conditions which do not entitle them to an initial issue 
of clothing. 


COST OF INDUCTION AND SEPARATION OF PERSON NEL 


Mr. Mitter. The rate for officers as shown on the secret document, 
for travel to first-duty stations is $110, whereas on separation the 
average 1s $145, and that with enlisted men it is $20 to-go to their sta- 
tions but it is $41 to return. Why should there be such an increase in 
vetting a man home as compared to getting him to his initial station ? 

Colonel Buner. I will take, for example, the separation of enlisted 
personnel. As I pointed out, to bring enlisted personnel on active 
duty, the man is brought from a collecting point to a reception cen- 
ter. Upon separation there are 13 separation centers to take care of 
all the personnel that are returning from overseas, but there are in- 
stances where a man, supposing he is at Fort Myer and has been sta- 
tioned at Fort Myer for 6 months when he reaches the expiration of 
term of service, even though he lives in California he is separated at 
Fort Myer and paid 6 cents a mile for travel to his home. 

Mr. MILiEr Rather than having him sent to some station in Cali- 
fornia ? 

Colonel Buper. That is correct. 

General Powrnn. You will save money in the long run. 

Mr. Mitier. What about the officers ¢ 

Colonel Buper. The officer picture is much the same. They are 
brought on active duty and are sent to their first-duty station, dle- 


pendent on their branch of service or some particular training organi- 
zation. They are separated from whatever point they happen to be at 
the time of their ~ yaration. Both of these costs also mclude the costs 


of dependents and household goods. 

Mr. MeNnrrer. May I mention another reason for the variance in 
rates between coming on duty and leaving the service. In the case of 
officers, we have quite a few who come out of the officer candidate 
schools. TI have forgotten the exact figure. I believe some 9,000 are 
coming out of the OCS this year. Naturally, they would have a lesser 
travel cost and reduce the ov erall average lower than if we were bring- 
ing officers in from outside the service. 

Likewise, many of the new ROTC officers coming on duty are single, 
but before their duty is over, both OCS’ers and the ROTC’ers get mar- 
ried, so you have the item of longer distance, household goods, and 
possibly ‘dependents, which would cause the difference in rates. 

Mr. Scrivner. Why is there so muuch difference between getting an 
enlisted man to a station and an officer ? 

Colonel Bupez. To the first-duty station ? 

Mr. Scrivner. Yes. 

Colonel Buper. As you know, there are 11 reception centers, and 
they travel from the collecting points. An officer, if he is called to 
duty, supposing he is an Engineer officer from Idaho, the State from 
which I happen to come, then his first- duty station would be Fort 
Belvoir. That is the difference. 

Mr. Mitter. Does the officer travel alone and on travel pay whereas 
the enlisted men are just carried by bus from place to place ? 
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Colonel Bune. Usually the officer comes on a reimbursable basis 
and is reimbursed on the basis of 6 cents per mile; yes. 

Mr. Menerer. May I make a comment with reference to the classi- 
fied portion. Actually, there is not anything on that sheet that is 
classified except the number of individuals going overseas. 

I think this plan, due to the fact we changed this budget assumption 
from hostility to war where it should be—and this will have to be 
off the record 

(Discussion off the record.) 

Mr. Meneree. The justification of this estimate is, as has been men- 
tioned, presented on page 13, and the classified page does not mean 
anything unless we tear out the page and put it over by page 13 and 
look at it in terms of the last column on page 13. 

The only purpose in using 1952 as a base for this estimate was to 
get away from the erroneous assumption on which the original 1953 
was presented that we were not going to fight a war in 1953. Actually, 
1952 as a combat year is the best base to predicate our revised 1953 
requirement which is on a war basis for a full year. 

Mr. SHRPEARD. We have followed that policy in other things; have 
we not? 

Mr. Menereer. I think so. I think we got off on sort of a confused 
basis here, and I wanted to try to get it back in line. 


NEED FOR PROPER SCREENING OF TRAVEL REQUESTS 


Mr. Osterrac. Right along that line, I have one or two points. 

First, we have heard considerable today about the fact that we are at 
war now instead of in some sort of police action. Here is $250,000,000 
in one item for travel and in the overall picture you are reducing $23.- 
000,000 for travel of organized units. I am wondering what regard 
has been given to the idea of more organized travel rather than run- 
ning an army or a military establishment on an individual basis 
indiscriminately. 

General Powrtu. May I answer that in this way? The G-1 office 
feels a tremendous responsibility in this matter of travel in so much 
as our policies and orders start the individual moving from one place 
to another. It is an area in which we have been doing a tremendous 
amount of work to economize in every way possible, including travel 
by groups wherever possible, as well as eliminating unnecessary trips. 

One of the best instruments we have used is an interstaff committee 
within the Department of the Army which continually works on this 
matter. We think that we have made considerable progress. There 
is a member of that committee here, and if the committee would like 
to hear something of the character of the exact efforts in his area, I will 
have Colonel Prescott discuss what we are doing. 

Mr. Ostertac. To give you a quick example, i happen to know of a 
case where a German-born American soldier was shipped over to Ger- 
many with his unit. He was returned shortly thereafter because he 
happened to be married to a German national. Now, it seems to me 
that the transportation of this lad was all very unnecessary, due to the 
fact that your regulations do not call for his going, in the first place. 
I merely cite that as an example. 

How extensive that sort of practice exists I would not know, but I 
have only cited one example. I am not trying to be critical about this 
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one case. It is just a matter that proper screening by someone should 
perhaps have eliminated unnecessary travel of this kind. 

General Powerit. I agree. In this case you mentioned, a mistake 
was certainly made. 

Mr. Osrerraa. Oh, sure. 

General Powe. In moving an army of 1,500,000 people between 
5 continents we are not infallible, we admit. We watch that. We 
think it is ata minimum. Every time there is such a case we get our 
hands on it and investigate it, and we make corrections with the people 
responsible. 

There are bound to be some individuals that slip through our 
precautions. 

TRANSFER OF FUNDS 


Mr. Hruska. Ihave one question. It relates to procedure more than 
substance. There is a shift of $23 million from the travel of organized 
units to travel to, from, and within overseas commands. Is that an 
intradepartmental thing? Is it competent for the Department to 
make that kind of an adjustment as long as it is within the item? 

Colonel Buper. That is correct, and the reason for the transfer has 
been pointed out. 

Mr. Hrvsxa. I know the reason, but I wanted to know who had the 
jurisdiction. You may do it on your own if you stay within that 
classification ? 

Colenel Buper. Yes. 


EFFECT OF ROTATION SYSTEM ON TRAVEL FUNDS 


Mr. Suepparp. Am I right in my assumption that approximately 
40 percent of your costs for travel reflected in your requirement is 
literally chargeable to the present short-term rotation system ? 

General Powerit. Yes. 

Mr. Sueprarp. Am I right in my assumption of 40 percent ? 

General Powetx. I would like to examine it in close light before I 
would say it is 40 percent, but it is quite a sizable percent. 

Mr. SuHerparp. You have your percentage of stateside operations 
against your percentage of personnel already in the field of operations. 
I think that you will find 40 percent reasonably close. 


LIMITATIONS ON TRANSPORTATION OF THINGS 


What do you permit personnel to carry? What are the limitations 
in the respective classifications that fall within this travel function ? 

Colonel Buper. Household goods. 

od Sueprparp. What does that include? Does that include an auto- 
mobile ? 

Colonel Buner. It includes an automobile to and from overseas. 

Mr. Suepparp. Where is the line of demarcation drawn insofar as 
service personnel pertains? Can a GI take his automobile over to 
Germany if he wants to? 

Colonel Buner. I would not like to speak to that for the simple 
reason that is not included and not within our particular project here. 

Mr. Sueprarp. Do you pay for it? 

Colonel Buper. No, sir. 
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Mr. Suepparb. Then it is not within your costs as reflected here 
travel pay ? 

Colonel Bunce. That is correct, 

Mr. Suepparp. It was my understanding that your travel pay did 


include not only travel of personnel from one station to another, |) 
household equipment as well ? 


Colonel Buper. It does. 

Mr. Sueprarp. If that is right, the limitations that go into thai 
transportation should obviously include the permissibility of the 
automobile ? 

Colonel Buper. We do not ship the automobile within the Zone of 
Interior, so there are no charges for the shipment of automobiles 
within this particular sum of money. 

Mr. Suerparp. You do have, however, expendable funds here for 
Korean operations; is that right ? 

Colonel Bunce. Yes. 

Mr. Suerrarp. Then do you have automobiles included in your 
Korean shipments, and if so, what is the limitation? That is what | 
am trying to find out. How many people in the military do you permit 
to transfer their automobiles into the theaters of operations in Korea, 
Japan, and elsewhere ¢ 

Colonel Prescorr. Since 1948 there has been a limitation on the 
amount of household goods that could be sent. The limitation has 
been 2,000 pounds, or 25 percent of the authorized allowance. 

Mr. Suerparp. And that would include whatever that 
wanted to take within the 2,000-pound limitation ? 

Colonel Prescorr. I believe that is right, sir. 


person 


TRAVEL OF DEPENDENTS 


Mr. Suxnpparp. Now, how much transfer of dependents or families 
is allowed? Hypothetically, we will say that a man is going over for 
a short rotation term. Because he is on a short rotation term, does 
that preclude him from having his family join him in, hypothetically, 
Tokyo? - 

Colonel Prescorr. That would in the normal case. I might say 
that there is a waiting line and the dependents go over there in order 
of priority. 

Mr. Suerparp. Your waiting line is predicated upon procedure and 
upon the number of people involved that you can transfer or transport, 
but that is not because of a line of demarcation between the permissi- 
bility of having a family there; is that right ? 

General Powet.. That is correct, basically, excluding the combat 
zone. We, of course, like to have the family go with the principal. 
However, the limitation is the quarters or the number of houses avail- 
able to rent in a civilian community overseas. 

Mr. Srepparp. Up to the degree that the capacity is there to absorb 
those people, you do permit families to join ? 

General Power. Yes, and the bottleneck is housing rather than 
transportation. 

Mr. Sueprarp. What I am getting at is the contributing factor 
of your short-term operation and what it means in dollars and cents 
as reflected in this operation. I contend it is a very heavy cost and 
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reflected as such in this appropriation request. I am not objecting 
to it. I am trying to analyze what is creating this condition. 

General PowreLi. We understand that, sir. No dependents are 
permitted to go overseas unless the principal agrees that he will 
remain there with those dependents 1 year as a minimum after they 
arrive. We have to draw a line somewhere. We set it as a minimum 
of l year. It is worldwide, any place in the world. 

Of course, 12 months is certainly not the average. A far larger 
percent will stay 2 or 3 years after they arrive, and in many cases 
longer. Twelve months is the minimum cutoff which we will even 
consider. 

Mr. Sueprarp. What is the approximate ceiling on the length of 
service that is presently being performed in the theater of operation 
in Korea? What is the average time a man spends in that theater 
of operation ? 

General Powe... Overall, considering the various conditions under 
which they come back, it will average something more than 11 months, 
sir. That is in Korea proper. 

Mr. Suerparp. | see. 

General PowetL. A great many of the noncommissioned oflicers 
are then, as well as enlisted men, rotated back to Japan. That 
will be their wish in some cases, and in other cases because they are 
needed back and they will spend an additional 2 years in Japan or 
Okinawa. 


CASE OF HOUSEHOLD GOODS OF RETURNED PERSONNEL 


Mr. Sueprarp. When the man and his family return to the United 
States under your rotation procedure, he is then delegated to a com- 
mand post for dispersement functions, is he not? 

General Powrnn. Yes. He is assigned under our present policy, 
upon arrival at the port, his permanent station for his next assign- 
ment, as I said yesterday. 

Mr. Suepparp. Until he receives that assignment he is in no posi- 
tion to direct where his family and his household goods should be 
ultimately delivered ; is that correct? 

General Powe... ‘That is correct. 

Mr. Suerrarp. So you have an interval in there of status quo in 
that aspect of your functions? 

General Powrti. At the present time the orders assigning him 
within the United States are ready in the majority of cases, and they 
arrive at the port. The household goods are unloaded at the port, 
for example, the port of San Francisco, at the Oakland terminal. 
That operation takes place anyhow. He merely produces his orders 
saying he will go to Fort Meade, or the Presidio of San Francisco, 
or wherever, and then they are reshipped right from there. He is 
allowed, of course, a leave. He may go any place he likes on his leave, 
but he reports at his next duty station and he is paid travel pay by 
the shortest official route from that port to his duty station. 

Mr. Suerrarp. If, however, for some purpose which is required by 
military procedure, his household goods arrive in advance of him, or 
with him, or a few days thereafter, during the period of time that 
that merchandise is in status quo at San Francisco or Oakland, are 
they warehoused ? 
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General Powe... Yes, sir. 

Mr. Sueprrarp. Who pays that bill? 

General Powerex. Of course I am a little bit out of my field in ware 
housing, sir. 

That bill is a part of the overall warehousing cost of the Army, 
and a certain amount of floor space must be set aside for that purpose. 

Mr. Surrrarp. That does not reflect itself in travel-pay item, but 
would have to do with another appropriation which covers ware- 
housing? 

General Powetu. Yes, sir; that is correct. 


BASIS FOR ESTIMATE 


Mr. Suepprarp. There was a reference to the fact that your presenta- 
tion here is an estimate. I do not think there is any possible way 
of avoiding the answer as being “Yes.” It has to be an estimate. 
The only way you can come up with an estimate of this character 
is that it has to be by inherent experience of past operations. 

General Powerit. Yes, sir; that is correct. Colonel Budge has been 
describing his method of arriving at that estimate on the basis of 
experience. 

Mr. Suepparp. That obviously has to be of a variable character. 
In other words, there has to be a latitude of elasticity, because the 
factor of determination cannot be achieved. 

General Powet.. Yes, sir. 

Mr. Snepparp. So whatever your budget may be here it has to be 
based upon your experience and drawing on it as true and as accurate 
an estimate as you can; is that correct? 

Colonel Bupner. That is correct. That is the reason for my sub- 
mitting this particular classified chart. 

I would like to ask at this point, for my own information, whether 
or not this particular classified chart has aided the committee in 
seeing our problem, or whether or not it has confused them. 

Mr. Suepparp. I cannot answer for the committee. So far as I 
am concerned, I would like to have that kind of descriptive subject 
matter furnished, along with the other material as well. 

Colonel Buper. That is what we have tried to do. 

Mr. Scrivner. It was good, so far as it went, but so far as we are 
concerned, you left out one step, which was necessary, and that was 
the request for the 1953 appropriation. 

Colonel Buper. I will furnish that, sir. 

(Classified information has been furnished the committee.) 


REVIEW OF EXPENDITURES 


Mr. Sxerrarp. What have you done and what are you doing in 
reviewing this item in order to get it down as low as possible in order 
= “0 the nth degree of efficiency in the expenditure of these 

unds? 

Colonel Buper. Sir, we review our expenditures in the categories in 
which they fall. We review those month by month as our expenditure 
reports come in, if that answers your question. 

We spend a considerable amount of time in analyzing the expendi- 
ture reports. They, of course, are expenditures which are compiled 


wor 
brok 
brok 
this 
mor 


M 


indi 





543 


worldwide from all the disbursing officers, and they come in to us 
broken down into certain accounting projects. We in turn have 
broken these down in categories A, B, CG and D in an effort to present 
this picture in segments rather than as a whole, and we analyze those 
month by month as the expenditures come in. 

Mr. SuHepparp. What would the operation of the last fiscal year 
indicate to show that you are addressing yourselves as intensely as you 
do to the review of this program? Are : any savings reflected? —~ 

Colonel Buper. Sir, I do not think we have saved anything in our 
analysis. We as the budget estimating agency analyze ‘things on the 
basis of computing our requirements. ‘T do not see that we h: ave saved 
anything, Mr. Sheppard. 

You can see that our particular analysis of this thing is based on 
strictly budget estimating. We in turn furnish this information to 
G-1, and they in turn, of course, if the costs appear excessive in any 
of these categories, take action. We have a travel committee, which 
looks into that sort of thing. But for our particular operation in our 
own shop, we merely analyze these as the basis of estimates. We are 
bookkeepers. 

Colonel Prescorr. We think we have saved some money by taking 
certain actions. We are sure we have. Those actions have been 
brought about through a study of the travel policy and procedures. 

One of the agencies has been the Army Travel Committee, which 
meets periodically, and which is a roundtable discussion in which all 
possibilities of saving of travel funds are aired. Some of them run 
aground because they; run into other policies which override them, such 
as rotation policies, for example. However, there are others in which 
there is some merit, and we take them bac +k and do something about 
them. 

I think the greatest amount of saving occurred in the distribution 
of incoming personnel in trying economically to feed them into the 
training installation. That is one example. 

Mr. Suepparv. I do not want to cut you short, because your opera- 
tion is a very essential one and I think it merits all you are doing. 
However, have you arrived at any point where you can justify your 
existence by saying to this committee: “We feel that through our 
policy of operation we bt ive been able to save the Government $1, or 
$100,000 or $1,000,000” 

Colonel Prescorr. Translated into dollars it would be impossible, 
sir. 

Colonel Bunge. I would like to point out, and again refer to this 
classified section, item B, Mr. Sheppard. If you will notice the experi- 
ence in 1952 indicated that the average cost in that particular category 
was $83. In our revised requirement we have used a rate of $78, a 
decrease of $5. 

Mr. Suerparp. Why did you use that rate? 

Colonel Buper. Because of the savings that the colonel just men- 
tioned, 

(Diseussion off the record.) ' 

Mr. Suerrarp. Nevertheless there is reflected, because of the method 
of procedure which you follow, some dollar savings? 

Colonel Buver. We have tried to reflect that as shown in this par- 
ticular item I drew your attention to. 
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Mr. Menerer. Your premise is correct, as stated a moment ago, 
that they are all based on experience. When these costs begin to fal! 
off on a particular activity, as reflected in expenditure reports, it 
resolves itself to an adjusted rate for that category the next year. 

(Discussion off the record.) 


WeDNEsDAY, Fesruary 4, 1953. 


SpeciAL Services Program 
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MAJ. GEN. GEORGE HONNEN, CHIEF, BUDGET DIVISION OFFICE, 
COMPTROLLER OF THE ARMY 

COL.. GEORGE E. ISAACS, DEPUTY CHIEF, SPECIAL SERVICES DIVI- 
SION, TAGO 

MAJ. WILLIAM E. TAYLOR, CHIEF, BUDGET SECTION, SPECIAL 
SERVICES DIVISION, TAGO 

COL. C. K. McALISTER, BUDGET DIVISION, OFFICE, COMPTROLLER 
OF THE ARMY 

BRIG. GEN. ROBERT S. MOORE, SPECIAL ASSISTANT TO ASSISTANT 
SECRETARY (COMPTROLLER), OSD 


1500—OrTHER MILITARY PERSONNEL Costs 


Direct — by pipers 


Fiseal year 1953 
Activity ela | — ee iti 
No. 





Presently | Revised Difference 
available | estimate (+) or ( 


(1) ‘ (3) 


(4) (8) 


1510 | Welfare and morale activities $9, 037,000 | $10,397, 000 +$1, 360, 000 
| All other projects___- 23, 973, 000 23, 973, 000 0 


| Total direct obligations (net)_.........-_-- | 33,010,000 | 34, 370, 000 1, 360, 000 


Mr. Ww IGGLESWORTH. w e will take up the item under tab 6 of the 
justifications, which is an increase from $9,037,000 to $10,397,000, or 
$1,360,000, for welfare and morale activities. 

Colonel Isaacs, are you going to tell us about this item ? 

Colonel Isaacs. Yes, sir. Do you desire that I read this opening 
statement, sir 

Mr. WicGLeswortu. It is not very long. 


GENERAL STATEMENT 


Colonel Isaacs. It is my privilege to justify the fiscal year 1953 sup- 
plemental request in the amount of $1,360,000 under the appropriation 
“Military personnel—Army, project 1510, welfare and morale activ- 
ities.” This is an unbudgeted requirement for the continued support 
to combat operations in Korea for fiscal year 1953. 

This supplemental request, in the amount of $1,360,000, is to defray 
the cost of providing free entertainment motion pictures and paper- 
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bound books and magazines to the combat troops in Korea during 
fiscal year 1953. 

The Department of the Ar my has been assigned the logistical respon- 
sibility for furnishing all special services “support to Army, Navy 
(including Marine C orps), and Air Force personnel on the Korean 
peninsula. The other services do not budget for these requirements 
and depend wholly on the Army for this support which has been fur- 
nished since the beginning of hostilities. The funds requested in this 
supplemental budget estimate for fiscal year 1953 are for the support 
of all services in Korea. 

During fiscal year 1953 16-millimeter motion pictures are being 
shown to the combat troops, including Army, Air Force, and Navy 
(Marine Corps), in Korea on a no-admission- charge basis. There are 
at present approximately 700 show locations operating in Korea serv- 
ing troops right up to the front line. Attendance at these free movies 
has been approximately 2,200,000 men per month. The showing of 
free movies to the troops in Korea has been perhaps the greatest morale 
factor of any special services support rendered to these t troops who are 
undergoing combat in very difficult climatic conditions. 

Through negotiation with the American motion-picture industry 
the Army and Air Force motion-picture service has been able to effect 
a saving of approximately 33 percent of the normal cost of supplying 
free entertainment movies to combat troops. This negotiation resulted 
in an agreement between the American motion-picture industry and 
the Army and Air Force motion-picture service whereby the cost of 
film rental for showing in combat areas. has been reduced from an 
average of about 6 cents per person to a flat 4 cents per person 
attending. 

In addition to these free movies, there are at present being shipped 
to the combat troops in Korea 7,700 paperbound book kits, of 30 titles 

each, and 4,000 subscriptions of 58 different magazines. This amounts 
to approximately 1 paperbound book and 1 magazine per man per 
month. 

We are prepared to justify this estimate to any extent you may 
desire. 

OBLIGATIONS AND EXPENDITURES 


Mr. WiceteswortH. You had available for this fiscal year for wel- 
fare and morale activities, $9,037,000. 

Colonel Isaacs. Yes, sir. 

Mr. Wieeieswortn. That was the original presentation to the com- 
mittee ¢ 

Major Tayzor. That was the 1953 Appropriation Act; yes, sir. 

Mr. Wieeteswortn. I mean, that was the basis of your original 
justification, or has that been revamped ? 

Major Taytor. No, sir; that is the original 1953. 

Mr. Wieerrswortu. How much of that sum had been obligated as 
of December 31? 

Major Taytor. 45.2 percent, sir. 

Mr. Wieeteswortn. How much had been expended ? 

Major Taytor. We had committed 97.4 percent. 

ir. WiceLeswortH. How much had you spent ? 
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Major Taytor. I do not have the expenditure reports up to that 
date, sir. I can give you the obligations as of December 31. 

Colonel McAuisrer. The expenditures up to that date in project 
1510, December 31, were $2,686,611. 

Mr. Wiceteswortu. Do you have the obligation figure? 

Colonel McAuister. Yes, sir; $4,081,423. 

Mr. Osterrac. What does that total for the obligations and expendi- 
tures ¢ 

Colonel McAuister. Well, this means that we have liquidated $2.6 
million of the obligations. 

Mr. Osrertaa. I see. 

Mr. Forp. That last figure of obligations compares to the 45 percent. 

Major Taywor. 45.2 percent. Of our total dollar availability, our 
commitments as of December 31 are 97.4 percent. 


FREE MOVIES AND BOOKS 


Mr. WicGLeswortH. Was there any request for these free movies in 
the original justification for 1953 funds? 

Major Tayvor. No, sir; there was no request for the support of 
Korea in the 1953 appropriation. 

Mr. WicceLeswortH. There was no request for these paperbound 
book kits and magazines, either ? 

Major Taytor. No, sir. Under the basic assumption we could not 
include anything in our request for 1953 for the support of Korea. 

Mr. Wieeteswortu. Did you spend anything for either of these 
purposes in fiscal year 1952? If so, how much? 

Major Tayrtor. In fiscal year 1952, sir, the cost of free movies was 
$975,000 and the cost for paperbound books and magazines was approx- 
imately $1.1 billion. 

Mr. WiceteswortH. $1.1 million for paper book kits and magazines? 

Major Taytor. Books and magazines; yes, sir. 

Mr. Wiccieswortu. That is the corresponding figure to the $300,000 
you request for 1953 ? 

Major Taytor. This $300,000 for fiscal 1953, Mr. Wigglesworth, is 
for the remainder of this fiscal year. We have contracts up through 
March of this fiscal year. We have made those paperbound books and 
magazines available out of this original appropriation of 1953 be- 
cause the requirement existed. There were no funds available to sup- 
port it. That support was given to the troops in Korea only at the 
expense of reducing our program in other areas, such as Zone of 
Interior major commands and other overseas commands. 

We have been in effect absorbing that cost ever since the inception 
of hostilities in Korea. The Bureau of the Budget in a review of our 
1953 program authorized an across-the-board $2 per man for supplies 
and equipment. With this cost in Korea, which is an unbudgeted re 
quirement, our troops in the Zone of Interior and other commands are 
getting about 75 cents per man. That is the way we have been able 
to supply this support to Korea. 

Mr. Wiccieswortu. You did not indicate to the committee at the 
time you obtained this appropriation that you were going to spend 
any money for either of these purposes, but you have in fact been 
spending it and curtailing other activities; is that right? 
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Major Taytor. We could not, under the basic budget assumption, 
budget in our regular appropriation in 1953 for any support to Korea. 

Mr. WiccLesworro. How much have you in fact spent in 1953 
for free movies ? 

Major Taytor. None of the $9,037,000 is for free movies. We have 
an authorization for free movies as an overprogramed amount. 

Mr. WiceLteswortuH. I understood you to say that you had in fact 
spent some money both for free movies and for these paperbound 
book kits and magazines. 

Major Taytor. In fiscal year 1953 % 

Mr. WiecLeswortH. Yes. 

Major Taytor. Not out of the $9 million. 

Mr. WiaarteswortuH. How much have you spent and from where 
did it come ¢ 

Major Taytor. We have spent money for paperbound books and 
magazines out of the $9 million, Mr. Wigglesworth, but the free movie 
money is an overpragramed amount. 

Mr. Wiceresworrn. Tell me how much and the source in each 
case. 

Major Taytor. We have spent, as of now 

Mr. Wiecteswortn. As of what date? 

Major Tayxor. January 31. $618,300 for free movies and approxi- 
mately $760,000 for paperbound books and magazines. 

Mr. Wiaeteswortn. The sums requested here will be in addition 
to those amounts, or will they reimburse the expenditures ? 

Major Taytor. The free movie money will reimburse the over- 
programed amount. 

Mr. Scrivner. What do you mean by an overprogramed amount ? 

Major Taytor. There is nothing in the appropriation, Mr. Scrivner, 
to continue these free movies. We then requested approval of the 
Department of the Army to continue the free movies as an over- 
programed-dollar expenditure. 

Mr. Wiceieswortu. Where did you get the funds? 

Major Taytor. I believe that I would have to have Colonel Me- 
Alister answer that. 

Colonel McAutsrer. Funds were reprogramed within the 1500 
series, within the MPA appropriation. 

Mr. WiceteswortH. You mean they were taken from some other 
project which was justified and applied to this one which was not 
justified before the committee ? 

Colonel McAutsrer. That is right; yes, sir. 

Mr. Wiccteswortu. And now you propose to take this $1 million 
and reimburse to the extent of $618,000 and spend the rest ? 

Major Taytor. For the remainder of the fiscal year. 

Mr. Wieerteswortn. For the remainder of the fiscal year? 

Major Tayrtor. Yes, sir. 

Mr. Wiecteswortu. As to the paperbound book kits and maga- 
zines, from where did the $760,000 come ¢ 

Major Taytor. That came from reducing the program in other 
areas, sir. 

Mr. Wiceteswortu. Again, a reprograming? 

Major Taytor. No, just by not making supplies available to other 
areas in the amounts they should have gotten. 





Mr. Wiceteswortu. All within this 1500 series? 

Major Taytor. Yes, sir; all within our 1510 program. 

Mr. Wiccteswortu. The 1510 program? 

Major Taytor. Yes, sir. 

Mr. Wiceiteswortn. So that the $300,000 requested here is not 
for reimbursement ? 

Major Taytor. No, sir. 

Mr. WiceteswortH. But will be added to the $760,000 and will give 
you about $1 million for the year? 

Major Tayior. About $1 million for paperbound books and maga. 
zines; that is right. 

Mr. Wiceteswortu. That is substantially what you spent for these 
items in fiscal year 19527 

Major Taytor. There is a slight increase in the movies from 1952 
due to the addition of newsreels for the troops. 

Mr. WiceLteswortn. Additional troops or additional pictures? 

Major Taytor. Additional newsreel coverage. We had no newsree! 
coverage in 1952. The troops were getting basic feature films plus 
selected short subjects. 


ARRANGEMENTS WITH MOTION PICTURE INDUSTRY 


Mr. WiccieswortH. Just add a little to what you have given us as 
to arrangements with the motion picture industry. 

Major Tayior. Yes, sir.. That agreement was entered into in Au- 
gust of 1950 and is a savings, as we have mentioned in our opening 
statement, of approximately 33 percent. These films are on a rental 
basis, just as commercial theaters obtain their films. They pay a pe 
centage of admission charges to the industry for the rental of these 
films. That percentage runs between 35 and 38 percent. 

The commercial movie houses and the Army and Air Force movies 
are comparable in that percentage, and the arrangements and negotia- 
tion between the Army and the “Air Force motion picture service and 
the motion picture industry resulted in a savings of about 33 percent. 
in that we are getting our showing for Korea at an average of about 
4 cents per man per attendance instead of the normal rental cost of 
6 to 7 cents per man attendance, paid by the other Army and Air Force 
theaters outside of Korea. 


UNBUDGETED REQUIREMENTS 


Mr. Scrivner. Define an unbudgeted requirement. 

Major Taytor. One under which the budget assumption prevents 
or does not authorize a request, in my opinion, sir. One for which a 
requirement exists but dve to a budget assumption is not allowed. 

Mr. Scrivner. Not allowed by whom? 

Major Taytor. I beg your pardon, sir. 

Mr. Scrivner. Not’ allowed by whom ? 

Major Taytor. Under the budget program document, I eae 
Colonel McAuister. The budget is compiled in accordance with th 
instructions contained in the budget directive and budget program 
guidance. It must be within those limitations. What he is saying is 
that the 1953 budget directives did not permit the budgeting for free 
movies and these paperbound books for Korea because supposedly. 
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under the guide lines, there would be no war in Korea during fiscal 
vear 1953. 

’ Mr. Scrivner. Of course, when we think of an unbudgeted item 
naturally we think of disapproval by the Bureau of the Budget. 


ACTION OF BUREAU OF THE BUDGET 


Was this $1,360,000 approved by the Bureau of the Budget in this 
request ¢ 

Major Tayvor. In this request; yes, sir. 

Colonel McAuister. The Bureau of the Budget has approved these 
estimates. When they went forward they were first defended before 
the Bureau of the Budget and then included in the President’s docu- 
ment. 

Mr. Scrivner. President Truman’s document ? 

Colonel McAuisrer. Yes, sir. 

Mr. $ScrivNer. Which raises the question, of course: How much 
discussion, if any, has the Department of Defense had with the present 
Bureau of the Budget under President Eisenhower’s administration 
relative to the requests made here in this supplemental presentation / 

Colonel McAutster. I do not think that these estimates have been 
reviewed by the Bureau of the Budget since President Eisenhower 
came into office. 

General HONNEN. No, sir. 

Mr. Scrivner. Is there any plan now in being that they will be 
submitted before this committee passes on this finally, especially in 
view of the announcement made by Mr. Dodge of yesterday ? 

Colonel McAutster. They are presently working on the 1954. 

Mr. Scrivner. I understand that. I did not ask about 1954. 
asked about these supplemental requests now before us. 

Colonel McAutsrer. I do not know what their plans are with rela- 
tion to this estimate. 


COMPARISON WITH LAST YEAR’S PRESENTATION 


Mr. Scrivner. This statement which has been presented to us about 
the showing of pictures free in Korea and the distribution of maga- 
zines and the paperbound books is almost identical with the statement 
you made a year ago. 

Colonel Isaacs. Correct. 

Major Taytor. The situation is almost identical, also, sir. 

Mr. Scrivner. I notice substantially you told us a year ago how 
many went to the movies. You had 700 locations, some of them right 
up to the line. It costs approximately 4 cents per person, and about 
2,200,000 attended each month. Asa matter of fact, you almost could 
have brought down last year’s statement and just changed the name 
at the top, and given the same story. 

Colonel Isaacs. Correct. 

Major Tayuor. Very true. It is the very same situation on the 
numbers attending. 

Mr. Scrivner. Since you had practically the same thing, I am going 
to say practically the same thing I did a year ago. 

The responses to the questions fully explain the necessity of this 
program and the fact that all of us know and realize that in a situ- 
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ation such as we have in the war in Korea there must be entertainment 
furnished to these men. They have earned it and deserve it. and now 
the bill must be paid. 

Now I yield to Mr. Sikes. 


CLEARANCE WITH THE BUREAU OF THE BUDGET 


Mr. Srxes. Mr. Chairman, I want to pursue a little further the 
question raised by Mr. Scrivner about budget clearance. I certain]; 
think that these items should be submitted to the new Director of t! 
Budget and that this committee should be informed whether thes 
meet his approval before the committee is asked to take the bill to the 
floor. We shall most assuredly be asked on the floor whether thes 
items have the approval of the new Director of the Budget, and I sug 
gest, Mr. Chairman, that we ask, while our deliberations are in prog 
ress, that these figures be submitted to the new Director of the Budget 
so that we may know that they do have his approval. 


BOOKS 


Mr. Forp. Are these paperbound books a different kind of book 
from that which you could buy at a newsstand / 

Colonel Isaacs. No, sir. 

Mr. Forp. They are identical? 

Major Taytor. The same kinds of westerns, detectives, and other 
kinds of fiction. 

Mr. Forp. Is there any effort being made to get books of these sorts 
from other sources ? 

Colonel Isaacs. Those are purchased, sir, on contract on the open 
market. We select the titles for the books. That is, our staff of 
professional librarians selects the titles, and they are purchased on the 
open market by the Quartermaster General. He goes to all the sources 
in New York and other publishing places to procure them. 

Mr. Forp. There are no other organizations other than the military 
that provide books of these sorts ona gratuitous basis ? 

Major Taytor. By donation ? 

Mr. Forp. Yes. 

Colonel Isaacs. No. 

Major Tayrtor. No, sir; not in the quantities we would use. We 
have received in addition to this purchase of books some small dona- 
tions from various cities and other civic organizations, but the quan- 
tity would not be sufficient for the coverage needed in Korea. 

Colonel Isaacs. Not only that, but the supply would be irregular 
and would pose quite a distribution aren You would get a lot 
this month, and next month you would not get any. It is not at all 
desirable, sir. 

PURPOSE OF TRANSFER OF FUNDS 


Mr. Osterrac. I take it from your previous statements that in order 
to make this program possible in the past you have had to lift funds 
from your general welfare and morale activities and concentrate them 
in Korea, thereby denying certain other areas in the world and in this 
country this type of general activity; is that correct ? 
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Major Taytor. That is basically correct. The other areas of the 
world, however, would not receive free movies or paperbound books, 
but they would receive the normal benefits of the overall Special 
Services program, which includes service clubs, sports programs, 
libraries, craft shops, and that sort of thing. In the areas, other than 
the combat areas, movies are available but admission is ch: irged for 
those movies. 


WELFARE AND MORALE ACTIVITIES 


Mr. Ostertac. What are some of these other activities? Could you 
give us an idea of what comes under the heading of “Welfare and 
Morale Activities?” 

Major Taytor. Yes, sir. We provide throughout the United States 
and in all overseas areas service clubs, libraries, craft shops, a compre- 
hensive sports program, an entertainment program, and other activi- 
ties which are desired by the enlisted personnel of the Army. 

Our service clubs are located on the posts and installations. It is 
the hub around which the enlisted man’s social life revolves on the 
post. It is a club where his dependents can go and he can go in his 
off-duty time and engage in recreational activities at no expense. They 
are attractively furnished and are staffed by trained, qualified pro- 
fessional female club directors. 

Our libraries, of which there are some 602 worldwide, are again 
attractively furnished, completely stocked, and again staffed by trained 
professional librarians with equal qualifications to those of a profes- 
sional civilian librarian. 

Our craft shops are a relatively new program in Special Services, 
and they provide outlets for enlisted personnel to build or to make 
things in woodworking, leather, plastics, ceramics, and that type of 
hobby. 

The comprehensive sports program goes down to the lowest echelon 
possible. We emphasize mass participation and stress intramural 
sports. In the sports program we provide sports supplies and equip- 
ment; ball, bats, gloves, and so forth. 

We also have a soldier show and music program. In the soldier 
show program the enlisted personnel are the actors, technicians, and 
often the writers and producers. They get a kick out of producing 
their own show, and it is an excellent morale builder for spectators 
and actors alike. 

We also have a music program which stresses quartet and choral 
groups. We work with the Society for the Preservation and En- 
couragement of Barber Shop Quartet Singing in America, and build 
up these choral groups and barber-shop quartets wherever possible. 
There has been a great deal of interest in that program. 


PROFESSIONAL ENTERTAINERS 


Mr. Osrertrac. Let me ask you about these professional entertainers 
who go overseas. 

Major Tayrtor. Yes, sir. 

Mr. Ostertac. Are their expenses paid, and does that come out of 
this fund? 

Major Taytor. No, sir. The only expense for the Department of 
the Army for the professional entertainers furnished through the 
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cooperation of the USO and the Hollywood Coordinating Cor 
mittee is the cost of travel, messing, and billeting. Salaries are pai 
by the USO if it isa USO show. Ifitisa gratuitous celebrity show, 
of course, there are no salaries. 

That, incidentally, is a joint operation of the Army, Air Force, and 


the Navy, and they share the expenses of travel, messing, and billeting 
right across the board. 


EFFECT OF DISAPPROVAL OF ESTIMATE 


Mr. Osrerrac. I have just one more question. If this $1,360,000 
is not made available, what will happen then ? 

Major Taytor. I would prefer to have Colonel McAlister give \s 
that information. 

Colonel McAuisrer. The requirement will be financed by repro 
graming from other funds. 

I do not know whether it is out of order to bring up this redistribu 
tion of funds at this time. We have a schedule which will be pre 
sented later. All of these items are covered in our redistribution of 
funds. We have authority to make certain transfers within the pro 
visions of section 604 of Public Law 488, 82d Congress. 

We have some prior-year funds, unobligated “balances of 1951 and 
1952, which will be applied against these supplemental requirements. 
These transfers and reimbursement of funds will take care of all 
of the supplemental items we have been discussing with the excep- 
tion of the’ combat pay, the mustering-out pay, and a part of the 
pay increase. All of these other items will be washed out, including 
the item you will hear later on covering CRIK. 

Mr. Osrertac. Could you transfer just. within morale and welfare 
activities from the $9 million ? 

Colonel McAtisrer. No, sir; we have transferability within the 
appropriation Military personnel, Army, of which this is a part. 

Mr. Osterrac. I see. 

Colonel McAutsrer. This, taking top priority, I feel would cer 

tainly mean that the Department of Army would finance free movies 
a paperbound books for Korea whether we get any money or not. 

Mr. Ostertac. Thank you. That is all, Mr. Chairman. 

Mr. Srxes. Colonel McAlister, if the Department of the Army 
would finance it whether this request for funds is approved or not, 
then what is the necessity for this appropriation ¢ 

Colonel McAuisrrer. That is a good question. At the time these 
estimates were prepared, which was some time ago, we went ahead and 
reviewed all of our requirements across the board, maintenance and 
operations and all of the other appropriations, and with a very care- 
ful review then, we came up with a savings which is reflected in these 
books of $60 million that are not going to be used in the Reserve per- 
sonnel requirements and in the N ‘ational Guard appropriations. 

We are now in the course of a review covering worldwide require- 
ments for the balance of this fiscal year. We c: ‘all this our midyear 
review. We have now come up with some additional savings. 

These items contained in our supplemental estimates are still re- 
quirements, and if we had not found other funds to support them, we 
would have eliminated something else having a lower priority. 





Dro 


Ibu 
pre 
l of 
ITO 


and 
nts, 
all 
cep- 
the 
ling 


fare 


the 


rmy 
not, 


hese 
and 
and 
are- 
nese 
ner- 


re- 
year 


re- 
, we 


553 


Mr. Srxes. Can you give us an estimate of the kind of activities 
which might be deferred in order to provide this fund of $1,560,000, 
if the Congress does not provide it 

Colonel McAuisrer. A further curtailment of the athletic, welfare, 
and morale activities within the ZI, that we have already cut down. 
It is not desirable, but it would have to be done. 

Major Taytor. We would have to cancel some procurement. 

Mr. StKes. You are telling me, then, actually you have not accumu- 

lated sufficient funds with ‘which you could ‘take care of this item 
if you did not eliminate other activities. If that is not clear I will 
try to say it again. If we do not provide this $1,360,000, are you 
telling me you will have to eliminate something else ¢ 

( ‘olonel McAuister. That is right; yes, sir. 

Mr. Stxes. Of a similar nature ? 

Colonel McAutstrer. Something within this appropriation. 

Mr. Srxes. And you would prefer to be able to carry out your com- 
plete program as you now have it set up; is that the situation ‘ 

Colonel McAuisrer. Yes, sir; which is now set up on a reduced scale. 


COST OF BOOKS 


Mr. Srxes. What do you pay for the paperbacked books? Do you 
pay the same price that we see listed on the newsstands, or do you get 
them at reduced figure ¢ 

Major Taytor. They are at a reduced rate, Mr. Sikes. Our kits of 
30 titles are about $6.53 a kit. 

Mr. Stxes. That is not much of a reduction, is it ? 

Major Taytor. It is not very much of a reduction. It depends 
upon the size of the book. Some of the books are 15 cents on the news- 
stands. A larger complete edition of a work such as Crusade 
Europe I believe sells for 50 cents on the newsstands. We do get 
some slight reduction. 

Mr. Srxes. What about the magazine subscriptions? Do you get 
a reduction on those or do you pay the full rate? 

Major Taytor. No, sir; there is a slight reduction on that. How- 
ever, it is slight. 

Mr. Sixes. Has an effort been made to get a further reduction by 
negotiating with the suppliers? 

Major Tayior. The Quartermaster goes out on the procurement of 
these magazines and book, sir, on bids, and takes the lowest bid. 

Mr. Stes. It is a bid proposition ? 

Major Taytor. Yes, sir. 

Mr. Srxes. In both instances ? 

Major Taytor. Yes, sir. 


POSSIBLE SOURCES OF FUNDS 


Mr. Srxes. You were going to tell me something else about this 
$1,360,000 fund and the possibility of acquiring it from other sources. 

Major Taytor. To follow along with Colonel MecAlister’s statement, 
I pointed out earlier in the review that we were at this time about 
97 percent committed on our funds. If these funds are not made avail- 
able it would mean we would have to curtail our program in other 
areas such the major ZI commands and the overseas commands, even 





more than we already have, which would mean we would have to 
cancel some procurement requests which have already been initiated 
and are now in process through the Office of the Quartermaster Gen- 
eral. 


SELECTION OF BOOKS 


Mr. Stxes. Who selects the titles of the books and of the magazines 
to be acquired ? 

Major Taytor. The books are selected by our civilian staff of li- 
brarians. On the magazine titles, those are the ones which the com- 
mands themselves have requested. 

Mr. Srtxes. Do you mean the men in the command who are going to 
read them? 

Major Taytor. Yes, sir. 

Mr. Srxes. Or the Chaplains Corps, for instance? 

Major Taytor. I assume that it comes from the men through their 
Special Service officers up through channels, and is submitted by the 
command, 

EFFECT OF DISAPPROVAL 


Mr. Scrivner. What are you going to do some day when you are 
not as successful in getting a supplement: al appropriation as you antic 
ipate you will be on this one, apparently, since you have committed 
97 percent of the funds? Suppose we should say right today: “This 
isout. Nosupplemental.” You have 97 percent of your funds already 
committed. 

Major Taytor. If there were no other funds available throughout 
this appropriation, then as I pointed out to Mr. Sikes, we would have 
to go to the Quartermaster and cut out a lot of procurement that is 
going into the other commands. 

Mr. Scrivner. Some of you gentlemen had better watch your com- 
mitments, because you are not always going to get what you ask 
for in a supplemental. 

General Moorr. Mr. Chairman, may I make an observation in con- 
nection with the discussion on the effect of not getting the supple- 
mental ? 

Mr. Wiectesworrn. Certainly. 

General Moorr. The witnesses now being heard are speaking about 
one activity of the numerous activities covered by this appropriation 
“Military personnel, Army”. The issue is the deficiency in this ap- 
propriation as it is analyzed at the present time of some $700 million. 
If we do not get a supplemental appropriation or authority to aug- 
ment this appropriation by transfers from outside the appropriation, 
you would reach, in my opinion, in the latter part of this fiscal year, a 
position where you would not be able to pay the troops or to pay the 

cost of transportation and other things that they must have to main- 
tain the number of troops provided for. 

Mr. Scrivner. Just a minute, General. You know better than any- 
body else that the troops are always going to be paid and they are 
always going to be transported; so, that does not apply to these other 
things. 

General Moore. Not to that. I tried to make that perfectly plain. 





€ to 
ated 
yen- 


are 
itic 
tted 
his 


ady 


10ut 
lave 
it is 


OM- 


ask 


COnN- 


ple- 


yout 
tion 
ap- 
1on. 
1ug- 
10n, 
ir, a 
the 
ain- 
ny- 
are 
ther 


ain. 


Mr. Scrivner. There has not been any indication by anyone, so far 
as I know, that you were not going to get money to pay the troops; has 
there ¢ 

General Moore. No, sir. 

Mr. Scrivner. All right. Why make the suggestion, then? We 
know that the troops are going to be paid, and we know they are 
going to be transported. 
~ General Moore. I was trying to make it plain that the issue is this 
entire appropriation and not this small segment of it. 

Mr. Scrivner. We were talking about this $1,360,000 which is con- 
cerned now in project 1510. TI still maintain that my observation 
was properly made. Someday they are going to wake up and they 
are not always going to get the supplementals they are asking for. 

Mr. Osrertac. Here you are talking about $1.3 million for a pro- 
gram that is already in effect, but by the time this money is actually 
made available—assuming that the committee gets around to reporting 
the item and the House passes it and the Senate passes it—you may 
not be able to use it. The end of the fiscal vear is when / 

General Honnen. June 30. 

Mr. Ostrerrac. How much time are you going to have to use this 
money in terms of this fiscal year? I am asking for enlightenment. 

Colonel McAuister. If we get this supplemental appropriation ap- 
proved by the end of the third fiscal quarter so that it wall be avail- 
able in April, May, and June, we will be all right. In this particular 
field project 1510, if we get this $1,860,000 by the middle of May, it 
would be soon enough. 

Mr. Osrertac. You would have only a month and a half. 

Colonel McAuisrer. That is about what the cost will be for that 
period of time. Present availability will support this program up 
until sometime in May. 


Crvm1an Rewurer 1x Korea 
WITNESSES 


MAJ. GEN. GEORGE HONNEN, CHIEF OF BUDGET DIVISION, OFFICE 
OF COMPTROLLER OF THE ARMY 

MAJ. GEN. W. F. MARQUAT, CHIEF OF CIVIL AFFAIRS AND MILI- 
TARY GOVERNMENT, UNITED STATES ARMY 

COL. G. B. GOODRICH, OFFICE OF CHIEF OF CIVIL AFFAIRS AND 
MILITARY GOVERNMENT, UNITED STATES ARMY 

coL. L. S. LOVE, ARMY FORCES, FAR EAST 

COL. C. K. McALISTER, CHIEF, ESTIMATES AND FUNDING BRANCH, 
BUDGET DIVISION, OFFICE OF CIVIL AFFAIRS 


Summary of direct obligations by activity 


Presently Revised 


Activity number and title avaliable cabinets 


Difference 


| 

1. Procurement of supplies, materials, and services | $140, 635, 870 $149, 878, 870 $9, 243, 000 
| 
--- . : | 


2. Transportation ; 36, 918, 874 39, 375, 874 2, 457, 000 


Total direct obligations--...........-.--.--.-------..----| 177,554,744 189, 254, 744 11, 700, 000 
! 
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Mr. WiccLeswortu. The next item is “Civilian relief in Korea” jn 
the amount of $11,700,000. 


Do you have a general statement on this, General Marquat? 


tENERAL STATEMENT 


General Marquart. Yes, sir. 

Immediately following the outbreak of the Korean conflict, the 
United Nations Security Council, by resolution dated July 7, 1950, 
recommended that military forces and other assistance to the Republic 
of Korea (ROK) be made available to a unified command under the 
United States. By resolution dated July 31, 1950, the United Nations 
Security Council requested the Unified Command (UC) to exercise 
responsibility for determining the requirements for the relief and 
support of the civilian population of Korea and for establishing, in 
the field, the procedures for providing such relief and support. This 
responsibility initially was met, by the use of funds available to the 
Economic Cooperation Administration (ECA), which was operating 
in the area to carry out a post-World War II economic rehabilitation 
program and by the employment of donations from member states 
of the United Nations. 

On September 29, 1950, the President, by letter directive, gave the 
Department of Defense (Army) complete responsibility for direct 
civilian-relief assistance in the form of food, clothing, shelter, medica! 
supplies, and similar items and the provision of items which serve 
common civilian and military purposes, to be financed from funds 
available or to be made available from military appropriations. This 
is at the stage for quick appropriations. This directive charged ECA 
with coritinuing responsibility for providing sustaining type imports, 
and other forms of support to the civilian. ‘population necessary for 
restoration of indigenous resources and maximizing Korean self- ‘help. 

In implementing the President’s directive, the commander in chief, 
United Nations Command (CINCUNC) initially utilized transfers 
from military stocks and procurement in Japan, while the Depart- 
ment of the Army ifitiated Zone of Interior logistical support. Sub- 
sequently, the 81st and 82d Congresses appropriated a total of $275 
million to be used by the Department of Defense (Army) to meet 
direct civilian relief requirements for Korea. 

On December 1, 1950, the United Nations General Assembly ap- 
proved a resolution providing for creation of the United Nations 
Korean Reconstruction Agency (UNKRA), an organization to be 
charged with the task of initiating and conducting a program of relief 
and rehabilitation “to assist the Korean people, to relieve the suf- 
ferings, and to repair the devastation caused by aggresison, and to 
lay the necessary economic foundations for the political unification 
and independence of the country,” to commence at such time as mu- 
tually agreed upon by United C ommand and UNKRA. The UNKRA 
organization, therefore, was planned and projected as an agency 
which would function in a period of reconstruction following combat 
which appeared to be imminent at the time organization plans were 
formulated. In February 1951, when the UNKRA organization was 
formally activated, United Nations forces were heavily engaged in 
military operations, a circumstance which required all available port, 
services, utilities, and transportation facilities for military use. As 
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a consequence, aid to the Korean people was limited to emergency 
relief, and UNKRA was obliged to postpone initiation of any pro- 
jected reconstruction program and to limit its activity to planning for 
the future and to the support of the emergency relief efforts of the 
United Nations Command (UNC). 

Subsequently, in order to more accurately identify UNKRA partic- 
ipation in the civil-relief program during the period of hostilities 
and to clarify mutually agreed upon programing responsibilities, 
there was signed in Tokyo on December 21, 1951, a “memorandum of 
understé inding between the UNC and UNKRA.” This agreement was 
subsequently confirmed by the “supplemental memorandum of under- 
standing between the U nified Command (UC) and UNKRA,” March 
26, 1972. 

I might say the Unified Command consists of the agencies of the 
United States Government acting on behalf of the United Nations, 
upon its request, in matters of civil relief. 

Mr. Ostertac. Are they all military ? 

General Marquart. No. State Department, Treasury, and any 
other departments which by their functional responsibilities may be 
interested in any individual problem. 

By the terms of these agreements, UNKRA was authorized to 
undertake projects and programs approved by the commander in 
chief, United Nations Command, during phase I which is defined 
as the period of active military oper rations and the 180 days following 
the cessation of hostilities. This firm establishment of CINCUNC’ 
authority during phase I established the military commander's ok 
fective control over all elements which might significantly influence 
military operations. Phase II will commence at the termination of 
the period of 180 days following the cessation of hostilities in Korea, 
as determined by the United Command, unless it is decided by the 
United Command, in consultation with the Agent General, that mili- 

tary operations do not permit the commencement of phase IT at that 
time, or unless an earlier transfer of responsibility is mutually agreed 
upon. In the phase IT period it is presently considered that UNKRA 
will assume full responsibility for relief and reconstruction in Korea. 

The requirements as set forth in this budget are to continue the 
civil-assistance mission during the second half of fiscal year 1953 
by providing minimum quantities of relief supplies essential for 
the prevention of disease, starvation, and unrest. These require- 
ments will also provide minimum quantities of sustaining-type items 
and repair materials which serve to reduce budgetary requests for 
end items for direct relief. It is estimated that during this period 
the Department of the Army should expend $45 million “for supplies, 
and costs of ocean transportation. This estimate, however, does not 
request a new appropriation, since the Department of the Army will 
provide the $45 million from unexpended funds provided by the 
Congress to reimburse military appropriations for expenditures for 
civilian relief in Korea. vi the total amount of $177,554,744 avail- 
able for CRIK in fise al year 1953, $103,804,744 is for support of tne 
first half fiscal year 1953 C RIK program, and an amount of $73,750,000 
is for refund to Department of the Army appropriations. Of this 
amount due the Army, $28,750,000 will be repaid. The remaining 
45 million due the Army will not be repaid but will be used to meet 
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CRIK requirements for the last half fiscal year 1953 presented 
herewith. 

The Congress may be assured that this budget estimate represents 
u stripped minimum requirements of the Department of Defense 
(Army) to discharge the civil-assistance oe igre of the Unified 
Command. During the past 6 to 8 months it has been possible to 
streamline these activities to a degree not feasible during the more 
dynamic phases of the military action when forces were moving 
rapidly in both directions and the civil-relief problem was confused 
and extremely complex. 

Under the current situation, when the specific civil-relief require- 
ments may be more distinctly identified in separation from military 
needs, the departments concerned have required assurance that all 
resources available for providing civil relief and incidental rehabilita- 
tion have been programed and fully utilized in order to assure that 
there is no waste, duplication, or other inconsistency. This includes 
the application of Korean-generated foreign-exchange resources and 
a careful appraisal of the incidental civilian relief provided by mili- 
tary expenditures. Expanded programing of UNKRA assets, par- 
tially provided from other UNC member nations, is under way. As 
a result, the estimate submitted herewith represents a critically 
screened program analyzed from the viewpoint of reducing fund 
requests to the minimum. 

This point may be illustrated by the fact that CINCUNC requested 
and actually requires financing in an amount of $133,319,647 for civil- 
relief activities during the remainder of fiscal year 1953. This amount 
has been reduced to $45 million by the extraction of items which can 
be funded from other sources and the postponement of certain require- 
ments until the next fiscal period. 


REQUIREMENTS 


In determining the requirements for relief and support of the civil- 
ian population of Korea during the second half of fiscal year 1953, the 
following major factors have been taken into account: 


AREA AND POPULATION 


The geographical area includes that portion of South Korea under 
control of the ROK and that portion of North Korea under control of 
the UNC. The population involved totals approximately 22 million 
persons. Included are approximately 3.35 million refugees or desti- 
tute persons. Of these, it is estimated that some 1 million are in dire 
circumstances and require full support. The remaining 2.35 million 
are displaced persons requiring partial aid. 


HOSTILITIES 


Appraisal of the present military situation, and the fact that the 
UNKRA will not assume full responsibility for relief and rehabilita- 
tion operations until approximately 6 months after the cessation of 
hostilities, make it clear that the Department of Defense, Army, must 
plan to continue its existing civil-assistance responsibilities through 
fiscal year 1953. 
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SUSTAINING TYPE IMPORTS TO MAXIMIZE KOREAN SELF-HELP 


It is generally understood that it is more efficient and far less costly, 
where conditions permit, to augment indigenous resources and pro- 
ductive capacity rather than to ‘limit assistance to direct relief. ‘The 
supply of coal, petroleum, cotton cloth to be turned into clothing, or 
repair materials for the fishing fleet results in quick local production 
of large amounts of needed supplies at much less cost than the procur- 
ing and shipping of finished relief items. In addition, by utilizing 
local employment to produce consumer commodities, such augmenta- 
tion further serves to reduce cost by reducing the number of destitute 
persons requiring relief and tends to prevent social unrest and non- 
cooperation in rear of the battlefront. 


SUMMARY 


In order for the UNC to carry out its civil-assistance mission in 
Korea, including prevention of disease, starvation, and unrest in rear 
of the battlefront, adequate funds must be provided. Failure to carry 
out this mission will seriously threaten the success of the military mis- 
sion by jeopardizing the security of the operation, the lines of com- 
munication and supply, and the health and safety of the troops en- 
gaged. The importance of this program in combating the infiltration 
of Communist doctrines into a suffering and destitute, war-ravaged 
population is self-evident. It is recognized that action to keep the 
domestic population of Korea immune to increasing organized Com- 
munist activity never was greater. The requirements are conserva- 
tive and calculated only to meet the bare essentials required during 
the period of military operations. 

General Honnen. I might add that General Marquat has just re- 
turned from a trip to the Far East and he has up-to-the-minute details 
on this program, sir. 

Mr. WiccLeswortH. How much of the $177,554,744 heretofore avail 
able for the present fiscal year has been obligated as of December 31 ? 

Colonel McAuisrer. $43,332,287. 

Mr. WicGLeswortH. How much has been actually expended ¢ 

Mr. Wutre. There has been expended $23,262,113. 

Mr. WiceLeswortu. What are the sources of this $177,544,000 avail 
able? 

General Marquart. $175,000,000 appropriated by the 82d Congress, 
Public Law 431, June 30, 1952; $2,554,744 carried over from the 
previous fiscal year. 

The total available for obligation would be $177,554,744; $433 
287, as you have just heard, has been obligated during 1953. 

Colonel McAnisrer. May I interrupt? “This appropriation is a 
multiple-year appropriation ; it covers fises al years 1951-53. You have 
added to the appropriations each year. The first amount appropri- 
ated was $50,000,000. Then $50,000,000 and then $175,000,000, which 
gives you a total amount appropriated to date of $275,000,000, of 
which $177,554,744 remained available for obligation at the beginning 
of the fiscal year 1953. 

Mr. WiccLeswortH. There have been 2 appropriations of $50,000,- 
000 and 1 of $175,000,000? 
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Colonel McAutstrer. Yes. 

General Marquart. That is correct. 

Mr. Wicetesworrn. I understand initially this need was met in 
part by the ECA and in part by the other nations of the United 
Nations? 

General Marquart. That is correct. 

Mr. WiceteswortH. Was that prior to this $275,000,000 ? 

General Marquat. Yes: that was. The ECA turned over, as | 
remember, approximately $21,000,000 of funds to the Army for its 
administration, which were residual funds from the appropriations 
furnished to it for reconstruction and rehabilitation in Korea. That 
was Mr. Hoffman’s agency. 

Mr. WiccieswortH. Do you know how much the ECA has made 
available for this purpose, all told? 

General Marquart. No, sir; I do not. 

Mr. WieeieswortH. Do you know how much the members of the 
United Nations have made available for this purpose under the orig- 
inal arrangement ? 

Genet al. Marquat. Well, the United Nations Korean Rehabilita- 
tion Agency, Mr. Chairman, was established on the 1st of December 
1950. It did not begin to function until the Ist of February 1951. 
Then the ECA and the UNKRA were functioning in Korea at that 
time on substantially the same type of program ; the new agency 
having been constituted as a United Nations’ agency to supplant the 
United States aid agency, and so it was incumbent that the ECA go 
out of existence. The ECA ceased operations in April 1951, and turned 
over these residual funds to which I referred to the Army to admin- 
ister. The Army established what was called the SEC program, under 
which the funds are expended and accounted for, 

Mr. Wice_eswortH. What I am trying to get at is how much money 
the ECA has put into this picture and how much the individual mem- 
bers of the United Nations have put into this picture. 

General Marquart. Upon the formation of the UNKRA organiza- 
tion, the members got’ together and decided on a $250,000,000 relief 
program to be effective until the end of 1954. The funds for that 
$250,000,000 were to be obtained from pledges of the various member 
nations concerned. 

The United States, I believe, through some agreement, offered to 
supply 65 percent of those funds. The United States pledge amounted 
to $162.500,000. part of which was taken from unobligated balances 
of the ECA-MSA funds, and Public Law 165 of the 8sd Congress 
authorized, but did not appropriate, $45 million. It also authorized 
the United Nations’ pipeline of $66 million, making a total of $162,- 
500,000. 

Of the $18 million that has been expended in Korea the United 
States has contributed $10 million and Canada $8 million. UNKRA 
has, however, a $17 million program in contemplation, for which the 
other nations would be solicited by the Agent General, Mr. Kingsley, 
an American, to provide their share of the financing of funds. "They 
do not put their money into a pool for withdraw al at the option of 
the Agent General. He presents programs to them. Upon approval 
of the programs, then it is necessary for the nations to make good their 
pledges. There is no reason to believe, wp to now, that they will not 
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do so. However, the very low level of activity under the UNKRA 
organization to date has made it impossible to get any explicit indica- 
tion of the degree to which they will furnish funds. 

Mr. WiccteswortH. Am [I correct in understanding that to date, 
exclusive of the ECA funds and exclusive of appropriated funds, the 
only funds that have been contributed are $10 million by the United 
States and $8 million by Canada ? 

General Marquart. You asked about the United N 
tion 

Mr. Wiccteswortn. I am referring to the statement in the justi- 
fications here that initially the need was met by use of funds avail- 
able to the ECA and by donations from member states of the United 
Nations. I want to get what that picture looks like. 

General Marquart. There have been donations in kind, also. Some 
nations, I think, have donated wheat and other commodities of which 
they have a surplus, in lieu of dollars. Up to now they have not sub- 
tracted that from their dollar equivalent pledges. However, they have 
been donated. 

Total donations as of latest information from published records 
show United Nations member nations’ donations in dollar 
$11,734,389. 

Mr. WicecLeswortu. Including the United States? 

General Marquart. Exclusive. In addition the records show: Non- 
member nations, $45,886; United States voluntary agencies, $16,467,- 
440; foreign voluntary agencies, $3,818,338; the total donations, 

$32.066.053. 

The ocean transportation was paid by the United States Army in 
the amount of $2,198,839. 

Mr. WicGLeswortH. You do not know what the ECA contribution 
has been ? 

General Marquart. $26,677,184, according to available records, dur- 
ing 9 months of the fiscal year 1951. 

Mr. Wiccteswortu. Did they not spend any funds before they 
turned that over? 

General Marquart. Yes; they conducted a program. 

Mr. Wiccieswortu. That is what I am trying to get at. 

General Marquart. We do not know. That was an ECA program 
that did not come under the Army aegis. 

The liberation of Korea was on the 15th of August 1945. Then 
there was an occupation. The occupation of Korea terminated on 
August 15, 1948, when the Korean autonomy was reestablished. Dur- 
ing “that period the Army handled all available assistance to the end 
of 1948 through the GARIOA appropriations. 

Mr. WiceLesworru. You cannot tell the committee, in this initial 
period you are talking about, what funds were expended by the ECA ? 

General Marquart. No, sir. We start with the war, sir. 

Mr. WicGLeswortuH. So far as you know, the donations were those 
that. you mentioned of $22 million by the United States, or civilian 
relief agencies, and $32 million from member nations? 

General Marquart. Yes; those are the postwar donations. 

Mr. Wicetesworrn. Under the present arrangement the Depart- 
ment of Defense assumes full responsibility for all so-called common- 
use items; that is, direct relief, as I understand it. The ECA has a 
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sustaining obligation in terms of items to produce Korean self-help 

General Marquart. The statement that I read may be confusing. 
Initially it was that way. 

Mr. Wicetesworru. I understood from the justifications that, as 
a result of the directive by President Truman on September 29, 1950. 
the Department of Defense, Army, assumed full and complete respon- 
sibility for direct civilian relief and the ECA assumed complementary 
responsibility for sustaining type imports. 

General Marquat. Yes, sir. 

Mr. Wiceieswortn. Now, is there any contribution contemplated, 
and if so, what, by other members of the United Nations? 

General Marquart. The statement I read is a chronological state- 
ment. 

Mr. Wieeteswortn. That is what I am trying to follow throug] 
here in terms of dollars. 

General Marquart. The statement indicates that initially the ECA 
was in the field when the war started and that the American command 
was succeeded by the United Nations command. Then the President 
issued a letter which gave the Department of the Army the respon- 
sibility over the ECA for direct relief because there was a war going on. 

Now, the ECA went out of existence in April of 1951, at which 
time their funds were turned over, so they have contributed nothing 
since that time. Since the war began, the contributions to civilian 
relief have been from residual ECA funds which we have mentioned, 
the contributions of the United States through CRIK appropriations, 
donations from member nations and donations in kind, and voluntary 
contributions by the United States agencies. In order that all con 
tributions may be taken into account we have also made an estimate 
of incidential value of contributions made by military operations 
whereby if you build a bridge you carry food and civilian supplies 
across it and reduce the expense of building that bridge from an eco- 
nomic rehabilitation program. 

Mr. Wiceieswortu. What I am trying to get at is a simple answer 
in dollars and cents, in terms of responsibility, if you prefer, under 
present conditions. 

The Army has full responsibility for direct aid. EECCA has com- 
plementary responsibility for Korean self-help. That was the result 
of the directive of President Truman of September 29, 1950; was it 
not 

General Marquart. That was his first directive; yes, but that has 
been superseded by the creation of UNKRA. The removal of ECA, 
and the memorandum of understanding mentioned heretofore, now 
puts into the picture the UNKRA organization as the successor to the 
ECA. 

Mr. Wiceteswortu. What funds, if any, are expected from nations 
other than the United States? 

General Marquart. Up to the present time there is a $70 million pro- 
gram approved. 

Mr. Wiecteswortu. For what period, phase 1? 

General Marquart. Immediate implementation. 

Mr. Wiccteswortu. For the fiscal year 1953, or the fiscal year 1954, 
or phase 1, or what ? 
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General Marquart. Well, the United Nations’ funds are not exactly 

year funds, sir. They approve a program and then the funds are 
released as the program progresses. 

Mr. WiccteswortH. When is the $70 million supposed to become 
available? 

General Marquat. It is supposed to become available on demand 
when the Agent General can convince the nations concerned that they 
are ready to go into the program. Then they ask for a certain amount 
of money. For example, just recently, our Bureau of the Budget re- 
leased $25 million. It had to be convinced that they were ready to use 
that $25 million. Now, when they will have used that, they will ask 
for a further amount. Funds are not provided in terms of annual 
ppropriations by the other nations. Our Government has made com- 
mitments and will have to take up its part in terms of requests for 
annual appropriations under the UNKRA budget. The CRIK budget 
is simply the military increment of relief to meet emergence y relief 
only. 

Mr. WiceteswortH. Do no other nations contribute to that CRIK 
budget ? 

General Marquart. No, sir. 

Mr. Wiceteswortn. That is assumed 100 percent by Uncle Sam ? 

General Marquart. Yes. It is upon this premise, Mr. Chairman, 
that we cannot divest the military commander of the means whereby, 
should the military action become again active, and everybody else 
pulled, he would be left without the means to meet the minimum 
disease and unrest requirement. 

Mr. Scrivner. Would the dire threat be the disease or that the other 
nations would pull out and we would be left holding the bag? 

General MarquaT. No. I mean if the military action became very 
intense the other agencies would be unable to carry out their programs 
and probably would withdraw ; or could withdraw, let us say, without 
there being any means to keep them in there. I am talking about 
civil relief only, not the military forces contributed by the other 
nations. 

On the basis that their agencies could not operate the commander 
in chief of the military forces would still have to meet the problem 
of the indigent population which could become a threat to his rear line. 

Mr. Wiceieswortu. Does this CRIK budget go purely to direct 
relief, or beyond that into items which are designed to increase Koreans 
self-help ? 

General Marquat. We have just gone into a purification on that 
theory 

Mr. Wiccteswortu. Which is it? 

General Marquart. It is for emergency relief for a certain segment 
of the population. Such sustaining items as may be used by the 
Korean economy to reduce the amount and the value of appropria- 
tions for bringing in end items are included. 

Mr. Wice._esworruH. In other words, we assume full responsibility 
both for direct relief and for items designed to build up those things 
in Korea which contribute to self-help, except for this program of 
$70,000,000, insofar as it may be realized? 

General Marquat. The facts of that are—— 

Mr. Wice.Eswortu. Is that correct or not / 
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General M. ARQUAT. Well, it is partially correct, sir. We use inte 
grated programing to insure that all resources are applied to civil 
relief problems. 

Mr. Scrivner. What does that mean ? 

General Marquart. We determine the requirements for Korean re 
lief. The Korean Government’s potential is first subtracted. A}| 
the contributions of other agencies are subtracted. 

Mr. Wiccieswortru. Actual or contemplated ¢ 

General Marquart. It is contemplated. This is an arrangement 
made during by recent trip on instructions from the Army. The 
CRIK and the UNCKA budgets are then coordinated to be sure there 
is no overlap; there is no oan of requests for funds for the 
same purpose in both CRIK and UNKRA budgets. The direction of 
the military commander of the program is that of control of the 
overall program, and he is instructed to use all resources at his disposal 
in order to save us from bearing al) the expenses of the civil relief 
measures. 

Does that answer your question / 

Mr. Wiceitesworrn. Is it fair to say with respect to the fiscal year 
1953 that if this request before the committee is approved Uncle Sam 
expects to spend $189,254,744, and that all other interested nations 
will spend a maximum of $70 million ? 

General Mareuat. No, sir: that is not correct. The UNKRA 
program alone will be $70 million. The Koreans have an income 
of their own, under this integrated program that I have just men- 
tioned. The money we are paying Korea for the won we have drawn 
will be applied to their relief. So it is not the complete responsibility 
of the United States to fund this program. 

Mr. WiccieswortuH. How much money can we count on at most 
in the fiscal year 1953 from sources other than the United States 
Treasury? 

General Marquart. It is $70 million from UNKRA, plus a value 
of other donations. 

Mr. Scrivner. A great portion of that $70 million came from us. 

Mr. Ostertrac. What percent ? 

General Marquart. Sixty-five percent. 

Mr. Ostrerrac. Mr. Chairman, may I inject a question at this point? 

Mr. Wiceieswortn. Certainly. 

Mr. Ostrertac. Does this include voluntary relief, too? 

General Marquart. Yes, sir. 

Mr. Osrertac. Do you have any figures or estimates on that ? 

General Marquart. Funds are provided, for example, by school 
children; certain firms, the American Friends Service Committee: the 
American Red Cross, and so forth. 

Mr. Mrrxer. Are those funds turned over to the Army commander 
there to see where they go, or are those programs run by the people 
that give them ? 

General Marquart. The people who give these funds normally pro- 
cure supplies and deliver the supplies to Korea. The title to the 
supplies passes to the Korean Government when they are at dockside. 
There is an agreement under the so-called Myer mission, the Economic 
Coordination Agreement, whereby they had a Combined Economic 
Board consisting of a representative of the United Nations Command 
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and a representative of the Republic of Korea, to supervise the appli- 

cation of funds to relief measures. The CE Bisa super board to go 
into programing of all available resources for the stabilization of 
Korea, insofar as stabilization is practical under the inflation caused 
hy war activity. 

The supplies or funds are brought in and applied under control of 
this CEB. 

Mr. Ostrertac. What is CEB? 

General Marquar. Combined Economic Board, in which the com- 
mander in chief of the United Nations Forces is a representative of 
the Unified Command. He gets his instructions from the Washington 
agencies. 

We have some great improvements in that type of programing pend- 
ing in connection with the probable request for aid from Korea. We 
feel it is the Army’s responsibility to set up the total requirement 
and know just exactly what is being contributed ; more precisely, that 
every possible donation is used. ‘We do not have that vet, as you 
said, Mr. Chairman, but the commander in chief is working on it 
with specialists sent out there specifically for that purpose. 

Mr. Wiccieswortn. Let me try once more to see if I can get this 
clear. General, you tell us that you want yates million, including this 
request before the committee for the fiscal year 1953. You tell us, in 
addition to that, that there is $70 million’ Fecth UNKRA, of which 
we put bu 60 percent, or $42 million. oo makes $231 million that 
Uncle Sam would put up in the fiscal year 1953. The other nations 
put up 40 percent of UNKRA. That is $98 million. 

Mr. Scrivner. They have not put it up yet / 

Mr. WiaeLeswortH. What else is contemplated from nations other 
than the United States? 

General Marquar. I do not think there is any way of programing 
what the voluntary agencies will donate. That is a continuing effort 
in which they make their collections and submit them. The UNKRA 
program and the CRIK program are the two direct United States 
programs. I add that I think that a very important increment of 
this relief total is supplied in the form of Korean generated income. 
The United States buys their tungsten. They have payments for 
furnishing us their indigenous currency and it is incumbent upon the 
supervising agencies, which are the Army commands operating for 
the Unified Command, to see that all resources are applied. It is a 
developing program and not a planned program at the present time. 

Mr. WiceLesworrH. It seems to me that someone should have some 
idea of the overall situation, the overall funds that you are going to 
have available for this purpose. I do not see how we can form an 
intelligent judgment on what Uncle Sam ought to put in unless we 
lave the overall picture. 

General Marquart. I can tell you this. Already there has been 
$103 million programed of CRIK funds and $25 million of this $45 
million we are asking for now is being programed subject to approval 
by the Congress. 

Mr. Wicciesworrn. That does not meet the broad question that I 
am raising. 

General Marquar. I understand; yes, sir. But I am unable to give 
you the estimate you want. 

Mr. Wiaceswortn. All right. You cannot obtain that for u 
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General Marquart. I will get you the best estimate available. 

Mr. Wiactesworrn. I wish, when you revise your remarks, that 
you would give us the best estimate you can. 

General Marquat. Yes, sir; we will. 

(The matter referred to follows:) 


Overall funds expected to be available in fiscal year 1953 


Source: Amount 
CRIK appropriation__ sie eed oi $148, 804, 744 
Republic of Korea funds___- ~ 7151, 000, 000 
Contributions by voluntary relief agencies (in kind)_~_- 5, 800, 000 
United Nations Korean Reconstruction Agency___-~- : _ * 70, 000, 000 


ToteAs cic. ; 375, 604, 744 
‘Negotiations being conducted which may result in increase of this amount. 


* This is the planned program and does not represent funds available, as the funding 
this program is contingent upon contributions of funds by United Nations members. 


Mr. Wiceieswortn. Looking at the figures here, as I understand 
it, you had $275,000,000 available at the beginning of this fiscal year: 
is that correct ? 

Colonel Goopricnu. No, sir. 

Mr. Wiceteswortu. When was that available? 

Colonel Goopricn. That is the total amount. 

Mr. Wiaciesworrn. There has been $275,000,000 appropriated by 
the Congress over a 3-year period ? 

Colonel Goopricn. That is right, sir. 

Mr. Wicerrsworrn. If we deduct $177,554,000 from that, it means 
that about $97,445,256 has been spent during that time. That is a 
5-year period, is it? 

‘Colonel Goopricu. Two and a half. 

_Mr. Wiceteswortu. That would be in the neighborhood of 

38,000,000 average a year over that period. Now, you had 
$177, 000,000 available at the beginning of this year. 

Colonel Goopricu. May I point out one thing on that $177,000,000? 
Seventy-three million dollars of this $177,000 ,000 is to repay the Army, 
which leaves a net of $103,000,000 as far as the CRIK program is 
concerned for fiscal year 1953. 

Mr. Wiccteswortu. You had $177,554,000 available at the begin- 
ning of the year? 

Colonel Goopricu. That is right, sir. 

Mr. Wiceiteswortn. And you are asking for $11,700,000 which 
would give you, if approved, $189,254,744. 

General Marquart. Yes, sir. 

Mr. Wiccreswortn. For the fiscal year. 

General Marquart. Yes, sir. 

Mr. Wicerrswortn. And you tell us that in the first 6 months of 
that year you have spent $23,262,113 or about one-ninth of what you 
apparently want to expend in the second half of the fiscal year. W hat 
has occurred that could possibly justify nine times the expenditure 
in the second half of the fiscal year ? 

Colonel McAuisrer. May I answer that, sir, in order to get the dol- 
lars straight ? 

Mr. WiccLEswortuH. Yes. 

Colonel McAuister. We have received through appropriations $275 
million. They have obligated from that $275 million up to the be- 
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ginning of the fiscal year 1953 a certainsum. During 1952 the Army 
diverted $73,750,000 worth of materials for this program, which is 
for civilian relief and to prevent disease and unrest in Korea. This 
means that at the beginning of this fiscal year 1953 CRIK had avail- 
able $103 million-plus and that is the figure that you are starting out 
with in the fiscal year 1953. Because of this availability of $177 mil- 
lion there must be subtracted from that amount that which CRIK 
owes the Army. 

Mr. Scrivner. Except for your statement that you are not going 
to have it all paid back. 

Mr. WicGieswortu. Yes. You do not propose to pay back $33,300,- 
000 of it. 

Colonel McAuistrer. I would like to reply to that, if I may. a 
ut the time this estimate was prepared, we thought there would be 
supplemental request for the maintenance and oper: itiens appropri- 
ation. CRIK owes out of this $73 million, the appropriation “Mili- 
tary personnel, Army,” $33,300,000. That is the figure that you see 
in the justification book. 'They also owe $40,450,000, 

Since these estimates were prepared we have made a reevaluation 
of our fund availability. We are not going to call on CRIK to 
reimburse the maintenance and operation appropriation. We are 
going to meet this CRIK requirement in the amount of $45 million 
by not reimbursing the maintenance and operations, Army, appropri- 
ation in the amount of $40,450,000, nor the military pe ‘rsonnel, Army 

ppropr iation by $4,550,000 which is a part of the $33 million re ferred 
ta That will eliminate the necessity for a new CRIK fund 
authorization. 

Then we will take the balance of $28,750,000 that CRIK owes the 
MPA appropriation and apply it to further reducing the military 
personnel Army requirements which have been jus stified here. 

Mr. Wiecieswortu. With reference to the statement in your justi- 
fication that you do not propose to repay the Army to the extent of 
$33 million—— 

Colonel McAuisrer. That is not correct now, sir. 

Mr. Wice.eswortn. To what extent are you not going to repay / 

Colonel McAuitster. We are going to repay the Army now $28,- 
750,000. 

Mr. Wiaeteswortu. Instead of $33 million? 

Colonel McAuisrer. Instead of $40,450,000. And we ask for no 
authorization in the CRIK estimate. 

Mr. Wiceteswortu. In other words, $33 million of the original obli- 
gation will not be reimbursed at all. 

Colonel McAutsrer. No, sir. 

Mr. Wicciesworru. So that we would only take off—— 

Colonel McAuister. You have no new authorization at all. You 
take off the whole $45 million and that amount is for the requirements 
covering the last 6 months of this fiseal year 

Mr. Wiceteswortu. If we deduct from the $189 million that will be 
available, according to this justification, that $28 million-—— 

Colonel McAuister. The $189 million, Mr. Chairman, includes the 
$11,700,000. 

Mr. Wiceteswortnu. I understand that. If we deduct from the $189 
million which you would have available for the fiscal year if this 
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request is approved, the sum of $28,750,000, that you say you are going 
to repay to the Army——? 

Colonel McAuister. Yes, sir. 

Mr. Wicetrswortn. That will leave you about $160 million avail- 
able for the 12 months of the year, of which you have expended $23 
million in the first 6 months. Now my question is, What has occurred 
that would justify any such increase between the first half of the 
fiscal year and the second half of the fiscal year? 

Colonel McAutsrer. Of that $189 million we would also reimburse 
the maintenance and operation appropriation the sum of $40,450,000, 
So the $189 million must be reduced by that amount. 

Mr. WiceLteswortn. How much are you going to repay the Army 
all told? 

Colonel McArister. We are going to repay the Army $28,750,000. 

Mr. Wicerresworrn. Off the record. 

(Discussion off the record.) 

Mr. Wicerrswortn. IT understand then from what has been said 
off the record that if this $11.700,000 request were approved you would 
have available for the fiscal year 1953 $189,254,744: and that from 
that sum you would propose to pay the Army or reimburse the Army 
$40,450,000. That would leave you approximately $149 million for 
the fiscal year, of which you have snent $23 million in the first 6 
months; and T renew the question, What has transpired that could 
possibly justify an increase from $23 million to approximately $127 
million in the second 6 months of the year ? 

Colonel Goopricu. Sir, may I speak to that? 

Mr. Wicerreswortn. I wish somebody would. 

Colonel Goopricn. The total amount of CRIK funds that we 
would have for the entire year, including the $45 million that we ask 
for, would be the amount of $148 million. The ficure of expenditure 
that was given vou does not include the $73 million that we have 
been holding aside to repay the Army. That must be taken into 
account to give you the curve. 

Mr. Wicerrsworti. But we have taken that out of this. 

Colonel Gooprtcn. Against the $275 million which the Congress has 
apnropriated, $177 million has been expended. 

General Marquart. It is largely a matter of lag, Mr. Chairman. 

(Disenssion off the record.) 

Mr. Mrrrer. DoT understand that in spite of the fact that we have 
been discussing an additional appropriation for $11 million, that that 
is not now being asked for? 

Colonel Goopricn. That is right. 

Mr. Mrurer. What are we discussing then ? 

General Marouat. The adequacy of our $45 million program was 
what we thought we were going to defend before you. A change was 
made last night. 

Mr. Minurr. In other words, if vou are not asking for anvthing 
and we are not expected to give anything, what is the question before 
the committee ? 

Mr. Wicereswortn. There might be the possibility of a little rescis- 
sion here. T do not know. 

Mr. Mrirer. Are you gentlemen bringing it before us with that 
thought? TI am just curious to know what action you are recom- 
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mending our committee to take on this particular phase of the mat- 
ter because, frankly, I am not getting it any clearer in my mind. 

Mr. Wiccieswortn. Since the hearings started, it develops that 
they are going to be in a position to suggest some modific ations before 
we get through, and apparently this is one of them. 

The only thing I would like to get clear is why this apparently 
enormous increase in the second 6 months of the year as compared with 
the first 6 months. 

(Discussion off the record.) 

Colonel Goopricn. We are only proposing a program of $45 million 
for the second half of 1953 which is a reduction from past programs. 

Mr. Wiceteswortn. $45 million; and you spent $23 million in the 
first year. That is $65 million. 

Colonel Goopricn. No, sir; I believe the $23 million that was given 
{o you was to cover the first 6 months of this yean 

Mr. Wiceteswortu. That is right; and you want $45 million for 
the second 6 months. 

Colonel McAutster. It would be $23 million expenditures. The 
obligations for the first 6 months are $43,300,000. 

Mr. Wiecteswortn. I realize that. 

General Marquart. We were prepared to defend the $45 million 
budget with the understanding that we would ask for $11 million. 
Apparently other budget discussions have led to a change in that 
program so that now we ask for no money. 

Mr. Wiacteswortn. What I am interested in is that you tell us what 
you are going to obligate and tell us what you are going to spend and 
that seems to me to be very excessive compared with experience to 
date in the light of any testimony that has been presented to the 
committee so far 

Colonel Goopricu. Sir, for he first 6 months of this year, fiscal 1953, 
we had $103 million available. That has been programed. Of that 
$108 million, $42 million has been obligated. The lag in the obliga- 
tions between the $42 million and the $103 million is made up roughly 
of $17 million lag in transportation, which is accounted for only after 
the goods are delivered and the ship returns to the United States and 
the paper work is completed. This lag time is usually 3 to 5 months. 
This accounts for $17 million of the lag. 

Another lag of $16 million of this program is in fertilizer in the 
first quarter. It does not show up on the record, but I have a cable 
from the Far East saying that a contract has been let and it will be 
delivered to Korea in time for the spring planting. 

Mr. Scrivner. That makes $33 million. 

Colonel Gooprtcu. That is $33 million. Some $6 million is in food 
that will be consumed in May and June. That is now out for contracts 
and will be delivered for consumption in May and June. 

Mr. Scrivner. That makes approximately $40 million. That leaves 
you $21 million. 

Colonel Goopricr. Right, sir. Roughly $3 million is for coal. That 
is handled out in the Far East. The coal is bought by the military— 
and this also applies to petroleum products—and as the products are 
issued and used, a bill is issued. That part of the items used for 
civilian relief is charged and these funds will repay it. In other 
words, it amounts to paying after the fact. So that there is bound 
to be a big lag time in obligations in this type of setup. 
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The rest of it is mixed. I can account for roughly $41 million of the 
$50 million. The other is spread through small programs, but these 
are the large programs. 

Mr. Forp. Adding that last figure brings it to about $86 million 
out of $103 million and the $17 million or $18 million unaccounted 
for is in miscellaneous programs or functions? 

Colonel Goopricu. No, sir. What I meant is that it is scattered; 
no large items like a $10-million item, or something like that, in ferti- 
lizer. That is what I meant. I will submit an analysis of contents 
authorized that will account for the unobligated amount. 

Mr. Forp. $103 million was the figure not including the $11 million 
that was anticipated in this request; is that right? 

Colonel Goopricn. That is right. To get the $103 million, if you 
take the $177 million referred to in the budget estimate, subtract $7: 
million. 

Mr. Forp. Which is paid to the Army. 

Colonel Goopricu. Which is due the Army, which belongs to th« 
Army appropriation. That gives $103 million of CRIK funds and 
we are asking for $45 million in addition which the Army is proposing 
to take out of this $73 million. 

Mr. WiceLteswortn. What was the $73 million used for? 

Colonel Goopricu. In the fiscal year 1952, in the second half of 
1952 there were not any CRIK funds. So the Department of De- 
fense—Colonel McAlister, if I am wrong on this, will you correct 
me? I was not in this business then. But in the second half of the 
fiscal year 1952, due to the nonavailability of CRIK funds, the Depart- 
ment of Defense authorized up to $100 million of general military 
funds to be used for this purpose. Then when the next CRIK appro- 
priation came up, the budget was justified and defended so that this 
approximately $100 million would be repaid to the general military 
funds. Instead of turning out to be $100 million, actually it turned 
out to be $73,750,000. 

Mr. Forp. That was the appropriation originally made for the 
fiscal year 1953? 

Colonel Goopricu. That is right. It was passed on the last day 
of June. 

Mr. WiceLEswortnu. It was expended in the fiscal year 1953, was it 
not ? 

Colonel McAuisrer. May I answer that? 

Mr. Wiceieswortu. Yes. 

Colonel McAutster. The Army advanced during that time, waiting 
for the supplemental which was not passed until the last day of the 
fiscal year—the Army had advanced from its stocks and availability 
this $73,750,000. And that is what we are talking about being trans- 
ferred back to the Army appropriations. 

Mr. Wiecieswortn. When was that expended, in the fiscal year 
1952 or 1953? 

Colonel McAuitster. In the fiscal year 1952, sir. 

Mr. Wiceteswortu. It was made available in Korea in the fiscal 
year 1952? 

Colonel McAuister. Yes, sir; we supplied the goods. 

Mr. Wiceeteswortu. In full? 

Colonel McAtisrer. In full, to that amount. It was initially esti- 
mated as $90 million plus, and the actual invoices now add up to 
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$73,750,000. There have been some adjustments beyond that up to 
date which we have ignored. 

Mr. WiceteswortnH. If you think that you can clarify this picture 
by submitting some consolidated statement, I wish you would do so 
when you revise your remarks. 

General Marquat. Yes, sir. 

(The matter referred to is as follows:) 


CIVILIAN RELIEF IN Korea (CRIK) 
Analysis of utilization of funds unobligated on July 1, 1952 


Funds available__--_- ate ae si $177, : 
Committed for supply requirements: 
A. Obligations incurred (Dee. 31). ------- , 199, 448 
B. Authorized but not obligated (see analysis 
Oteemeas Ji. 22 Sa 31, 005, 296 


Balance due general military funds_ _ 
Less reimbursement to military funds___-__- 28, 750, 000 
Available to meet second-half requirements 5, 000, 000 


Total_-_- 


The requirements for civilian relief in Korea for the last half of fiscal year 
1953 total $45 million. From funds appropriated in Public Law 431 (82d Cong.) 
$73,750,000 is still available for utilization. Of this amount, however, $28,750,000 
will be used to reimburse the general military appropriations for amounts used 
in lieu of CRIK funds during the second half of fiscal year 1952. The remaining 
balance of $45 million, therefore, is available for offsetting CRIK requirements 
for the second half of fiscal year 1953. Consequently, it is unnecessary to request 
an appropriation for this period. A summary of the $45 million second-half 
tiscal-year-1953 requirements is attached. 


Analysis of contracts authorized but not obligated 


Commodity : Estimated cost 
Foodstuffs : ___... $10, 200, 000 
Medical supplies__--_ ieee sia 1, 400, 000 
Coal ae : ‘ 1, 900, 000 

Petroleum products___—- ‘ . : ; 2. 000, OOO 

Communications equipment ; ‘ 6, 200, 000 

Clothing and textiles ; pitash rans aténsthcigth . . 600, 000 

Fertilizer ‘ pees’ : 000, GOO 

Industrial repair supplies__- . ipa 2 a: 2, 200, 000 

Raw materials (lumber)-—-------- oe 1, 600, 000 

Miscellaneous items , Ee aah ; calla 502, 517 

Ocean transportation = coal 18, 402, 779 


| LAN EES ; ; i  exsinis _ 61, 005, 296 
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Requirements for second half of fiscal year 1953 


| Estimated 
| cost (FAS 


Code No. Commodity category Quantity 


| Longtons | 

Foodstuffs : ; Scale naal 140,600 | $17, 601, 000 
Medical supplies-_-- wag 1, 468 | 1, 851, 925 
Solid fuels _- : ‘ | 113, 000 | 2, 260, 000 
Petroleum products = oe | 111, 138 | 3, 172, 553 
Transportation supplies and equipment as 215 204, 500 
Clothing and textins Mmpbirinh. goin. ose ho lbh. chin ddakbak! 1,059 | , 643, 750 
Miscellaneous end products--_- PS Sin jake cmc Monee 43, O88 2, 336, 710 
Miscellaneous raw materials. -.------ | 5, 780 6, 479, 562 
BUG sc tks 416, 348 35, 550, 000 

f Ocean transportation cost._..------ ac atime snaaed 9, 450, 000 


Total_- ci Ne ee ates even eree oe eae 416, 348 | 45, 000, 000 


Mr. Scrivner. I have tried to analyze these figures and I can get 
4 or 5 different results and raise 1,000 questions. One of them is how 
the Army can get along without this $45 million. They must have 
asked for more than they needed. But that is another story. 

Someplace, somebody ought to be able to sit down and start at the 
very inception of the Korean aid, put down the figures and make the 
additions and subtractions and get down to a final figure. 

General Marquart. Yes, sir. 

Mr. Scrivner. And, if you cannot do that, you had better do some 
housecleaning down there and get somebody who can. 

Colonel Goopricu. I have the final figure as far as CRIK is con- 
cerned. 

Mr. Scrivner. But it does not tie into some of these other figures 
that have been given. 

(Discussion off the record.) 

Mr. Scrivner. Mr. Chairman, I would like to ask a few questions 
at this point, if I may. 

Mr. WiccLeswortu. Surely. 

Mr. Scrivner. First, what has been your experience in this Korean 
situation? How long were you over there? 

General Marquart. I was in the Orient 

Mr. Scrivner. I am talking about Korea; I do not care about the 
Orient at this point. 

General Marquart. You mean my personal experience ? 

Mr. Scrivner. You personally. 

General Marquart. Off and on I have had during the last part of 
the occupation 

Mr. Scrivner. That is 1945. I am talking about this period that 
you have been talking about, since the new war broke out in Korea. 

General Marquart. I came back to the United States in June of this 
year. Prior to that time I was adviser on some CRIK affairs. I have 
been back to Korea twice since returning the the United States to go 
into these problems. 

Mr. Scrivner. How long did you stay the first time ? 

General Marquart. Something like 2 or 3 weeks. We are working 
with them, Mr. Scrivner, continuously in our section in the Pentagon, 
day in and day out. 

Mr. Scrivner. When did you go over there last ? 

General Marquart. December 26, on a special mission. 

Mr. Scrivner. How long were you there then ? 
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General Marquart. Until about the 15th of January, somewhere 
around there. 

Mr. Scrivner. That is a matter of 20 or 21 days. With whom did 
you talk ? 

General Marquart. I talked to General Clark. I talked to the staff 
and presented the integrated program. I talked to President Syng- 
men Rhee. I talked to Admiral Hanlon, who is the CEB board 
member. I talked to General Herrin, who is the KCMOZ commander, 
and to his deputy, and the commander of the UNCACK organization, 
who is Colonel Carroway. 

Mr. Scrivner. How far down the line did you go? What is the 
lowest echelon that you conferred with? 

General Marquart. I guess I just talked to the staff members who 
presented the pictures and, on my own investigations, with the Korean 
<sovernment people. 

Mr. Scrivner. I have some figures which would indicate that since 
June 25, 1950, up to November 1, 1952, exclusive of UNKRA, to which 
1 shall address some remarks a little later, the amount involved runs a 
little better than $500 million, 

General MAarquat. From what sources, sir ? 

Mr. Scrivner. That is what I want to find out. Further than that, 
the statement is that UNKRA, United Nations Korean Reconstruc- 
tion Agency, while they talk about spending $70 million this yea 
according to their own report, has done practically nothing except 
create a lot of unrest and dissatisfaction due to the fact that they 
have a setup over there under which Mr. Kingsley, who used to be 
with the International Refugee Organization—this does not say what 
his salary is, but apparently it would be about $25,000 a year. Would 
you not think it would be pretty close to that ¢ 

General Marquart. I have no idea what it is. 

Mr. Scrivner. That figure would not miss it very far. 

General MarquatT. It might not miss it very far; no, sir. 

Mr. Scrivner. Plus $1,800 a year living allowance, which is what 
all of the UNKRA people get, and which is far in excess of anything 
allowed to the military ; plus 2 months’ leave at home with expenses 
paid home, which is far in excess of anything the military gets; plus 
some 5 days’ leave every 3 months in Japan with expenses paid, 
which is more than anyone in the military gets; plus quarters in Pusan, 
which includes a private club, some tennis courts, and a few other 
facilities, all of which is reportedly at United Nations expense but 
probably, when it is all boiled down, we would find most of it comes 
out of our pocket. 

The next man to Mr. Kingsley happens to be from England—— 

General Marquart. Sir Arthur Rucker. 

Mr. Scrivner. That is correct. He gets $18,000, plus these other 
allowances. Then comes an American, former Major General Wood, 
who gets $16,000 or maybe $17,000; plus a large number of others, such 
as directors, getting $13,000 to $14.000. 

How many do you suppose there are on that UNKRA staff all the 
way down the line? 

General Marquat. You mean in Korea? 

Mr. Scrivner. Yes; how many are there in Korea? 
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General Marquart. I would not like to make any remarks on tly 
record, for the reason I would be talking in the State Department’s 
field. 

Mr. Scrivner. I think we have a safe estimate of somewhere around 
85 to 100. 

Colonel Love. That is a little large. They have about 35 to 40, 
and the rest are sectioned to UNCAK. 

Mr. Scrivner. That would not miss it far. 

Just as a matter of practical distribution, what is the greatest nee«| 
for the civilians in Korea ? 

General Marquart. The greatest need for the civilians? 

Mr. Scrivner. Yes, what item? Is it food? Then, of course in 
winter it is fuel and clothing. 

General Marquart. Yes, sir. 

Mr. Scrivner. Those are the three things they have to have to exist. 

General Marquart. In terms of commodities; yes, sir. Actually 
what has happened is that for 214 years the people of Korea have 
been maintained on a mere subsistence level on the basis that the war 
would end. 

Mr. Scrivner. I want to shorten this. If you would answer my 
questions, then maybe we will shorten it somewhat. 

General Marquart. Yes, sir. 

Mr. Scrivner. So that your greatest needs are food, fuel, and 
clothing ? 

General Honnen. And medicine, sir. 

General Marquart. And medicine. 

Mr. Scrivner. Allright. Let us add medicine. 

Let us say that we send over a shipload of rice. How is that rice. 
once it lands at the port of Pusan, handled? Who handles it? Is it 
the military ? 

General Marquat. No, sir. 

Mr. Scrivner. American civilians? 

General Marquart. I will furnish you a statement of the CRIK 
supply procedure, sir. 

(The matter referred to is as follows :) 


CRIK Suppity PROCEDURE 


1. The Republic of Korea acquires control and ownership of all CRIK sup- 
plies upon landing in ports in South Korea. The ROK sets up an overdraft 
at the Bank of Korea for landed costs at the rate of 6,000 won to the dollar 
for all supplies which are to be sold. 

2. Allocations of such supplies are made upon the recommendation of the 
Combined Economic Board.’ This Board also recommends the supplies which 
are to be sold and those which are to be given away free. Most of the food 
supplies and expendable medical supplies are distributed free of charge. The 
balance of aid goods are sold at such prices designed to yield maximum feasible 
proceeds. 

3. The proceeds of the sale of such goods are deposited in a special account 
(special United Nations aid goods deposit account) in the Bank of Korea. Rea- 
sonable operating expenses of operating agencies of the Government of Korea 
are defrayed from the proceeds in the above account. Expenses of such agencies 
include the expenses of the distribution of goods which are given away free. 
Local currency expenses of United States agencies carrying out the responsibili- 


*The Combined Economie Board, consisting of one representative of the Republic of 
Korea (ROK) and one representative of the Commander in Chief, United Nations Command 
(CINCUNC), was established pursuant to agreement on economic coordination, signed 
May 24, 1952, between the Government of the United States and the Republic of Korea. 
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ties for relief and support of the civilian population of Korea are also charged 
to this special account. The balance of the funds remaining in the special ac- 
count are applied against any existing indebtedness of the Government of the 
Republic of Korea upon the recommendation of the Combined Economic Board. 

The United Nations Civil Assistance Command Korea (UNCACK), in co- 
ordination with the ROK Government, verifies the end use and consumption of 
CRIK supplies. 

Mr. Scrivner. We are talking about these CRIK funds, these 
relief funds. Is that handled by the American military? 

Colonel Love. They are passed to local office of supplies. The 
ROK Government handles it from there on, based on the allocation 
of the Board. 

Mr. Scrivner. Let us say that once it arrives at the port it goes 
into the hands of the civilian Government of Korea 

Colonel Love. Right. 

Mr. Scrivner. Then our control over it is completely gone? 

General Marquart. Not completely. The CEB plans the distri- 
bution, and the Army does have some surveillance over the distri- 
bution, but it does not have the personnel to follow every truck, of 
course. 

Mr. Scrivner. No, sir; and when you get out into the interior of 
Korea and into some of the little rural “villages they do not even 
know there is a relief program going on, do they ! 

General Marquart. I have heard that. 

Mr. Scrivner. Yes. Plus the fact that if the distribution of these 
necessities were made in a direct, efficient way we could do with 
less than one-half of the amount of dollars we are being asked for. 

General Marquart. I think that is perhaps so. 

Mr. Scrivner. Is that not pretty close to what the down-to-the- 
grass-roots facts indicate? 

General Marquart. I would be the last one to say, sir, that there is 
any extreme efficiency in the handling of these matters by the 
Koreans. They use characteristic oriental methods. 

Mr. Scrivner. All right. Let me go off the record. 

¢ Discussion off the record.) 

Mr. Scrivner. Did you have any occasion to go into the operations 
of Korean employees’ sales stores? In other words, that is a setup 
where the Korean civilians who are working for the American Gov- 
ernment have earned a little, and they can get what amounts to a 
due bill, and they can go over to the store and buy something there. 
It may be a pair of shoes or a dress or a hat or something else. All 
the time what they really want and what they really need is food, 
so they take whatever they have bought and they have to go down 
and peddle it for about half its value, and then go out on the black 
market and procure the rice. Therefore, by the time they have done 
that they have paid anywhere from 4 to 5 times what the rice is 
worth. 

General Marquat. That is correct. 

Mr. Scrivner. Did you discuss, or did anyone discuss with you 
the advisability of making it possible for the Korean employees’ 
sales stores, instead of shoes or hats or something they are going 
to have to sell, to put in a stock of rice so that these people could 


take their due bills and get the rice that they need? Of is that 
too simple ? 


29310—53 37 
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General Marquart. No, sir. One of the purposes of my visit ove: 
there was to try to set up procedures for accomplishing some degree 
of reform through a way which would not bring political repercus. 
sions. 

Mr. Scrivner. Would that not be one way of doing it? 

General Marquart. It would be, sir, except that action by the Army 
to assume too much control of the domestic food distribution in a 
autonomous government could bring on a lot of political repercus- 
sions. 

Mr. Scrivner. I will agree that it might. I have talked to Syng 
man Rhee, too. I think he understands the Americans well enough 
to understand that when we are spending this money we want to get 
value received. 

General Marquart. That is precisely what I talked to him about 

Mr. Scrivner. I could talk to him and you could talk to him and 
just tell him we are not satisfied with the results obtained, that wit! 
the dollars we are spending the relief is not getting to the people as 
we think it should in as directly a manner and in as great an amount 
as it should; that there is a necessity for us seeing to it that it does. 

General Marquart. Yes, sir. 

Mr. Scrivner. I think he is a practical enough politician, and a 
perfectly fine gentleman and courteous and intelligent, so that that 
is a possibility. 

Another question comes up, which maybe you cannot answer, 
but I am sure you can find the answer. 

What taxes do we pay to the Republic of Korea Government on 
items that go to the Republic of Korea? 

General Marquart. Colonel Love, do you have the answer to that? 
The colonel just came from Korea, sir. 

Mr. Scrivner. All right. 

Colonel Love. We pay all the taxes, sir, that are properly levied. 

Mr. Scrrvner. What are they? 

Colonel Love. The most extreme case I know of was a case of ap- 
proximately a year ago, when we brought in some sewing-machine 
parts and needles. The taxes amounted to 120 percent of the value 
of the parts. I say that is the extreme case. It will run down from 
120 percent to approximately 85 percent on the POL products, down 
to a smaller amount. 

Mr. Scrivner. 85 percent of what? Is that a percentage of our 
dollar cost ? 

Colonel Love. Of the landed dollar cost; yes, sir. 

Mr. Forp. What is POL? 

General Marquat. Petroleum, oil, and lubricants. 

Mr. Scrivner. In addition to that, do they not also have Republic 
of Korea taxes and a bond levy tax of about 15 percent of the original 
tax! 

Colonel Love. On some commodities, yes, sir; they have attempted 
to force the sale of Government bonds in that manner. 

Mr. Scrivner. What commodities that we ship in there are exempt 
from Republic of Korea taxes? 

Colonel Love. None, sir. 

Mr. Scrivner. Any military supplies? 


Colonel Love. Our military supplies are exempt, but I am speaking 
of CRIK. 
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Mr. Scrivner. In other words, we appropriate American taxpayers’ 
dollars; we buy wheat, flour, fertilizer, thread, cloth, as you mentioned 
needles, and maybe a lot of other equipment of various kinds to go into 
the rehabilitation of their mines, plants, or factories; and then on top 
of doing all that we also pay the Republic of Korea taxes on those 
items 4 

Colonel Love. That is not an accurate way to say it. It amounts to 
that. I admit, but it still is inaccurate. The CRIK supplies are, for 
the records, Korean supplies after they are landed in Korea. It is 
somewhat in the nature of their own business as to what taxes they 
levy. 

Mr. Stxes. Who pays the tax? Do we pay the tax in order to give 
away these things? 

Colonel Love. No, sir; the consumer pays the tax, sir. In the case 
of fertilizer the farmer pays the tax. 

Mr. Forp. Does he pay for the goods in addition ? 

Colonel Love. When he is able to; yes, sir. 

Mr. Scrivner. They do some mining in Korea, and probably could 
do more ¢ 

General Marquat. Yes, sir. 

Mr. Scrivner. It was necessary for the operation of one of their 
mines, which was owned by the Republic of Korea, as most of their 
utilities are, to get some mine cars to bring the coal out. We furnished 
the mine cars. We bought them. We bought them, let us say, at 
approximately $250. That is what it totaled. It cost us almost $200 
to buy the car and lay it down at the port of Korea. Then there was 
a 10 percent tax, which makes another $20, and there is a 15 percent 

bond levy, 15 percent of the tax, which makes another $3. Of course, 
you have in addition to that the cost of handling, which may be around 
5 percent, which would bring it up to $10, making the cost for us 
about $235 to $250 for the car. When we got through the cars were 
turned over to the Republic of Korea for about $130 at the rate of 
exchange of 18,000 won, which is the going rate of exchange. It does 
not look as though they want to help 1 us very much, then? 

General Marquart. No, sir; it does not. 

(Discussion off the record.) 

General M. ARQUAT. It is necessary to go slow in remedial action in 
order not to increase this inflation. Now, there is no question that, 
notwithstanding the fact that the Korean Government itself has 

caused a reasonable overdraft on the Bank of Korea note issue, the 
preponderance of overdraft has been that of financing the Korean war. 
The economy is just not able to sustain that level of money circula- 
tion unless there is an increase in the level of consumer goods. 

Mr. Scrivner. Production. 

General Marquart. To absorb that spending power which is cir- 
culating in the country. 

Now the problems which are preeminent at the moment are how to 
curtail this hyperinflation and to get the Government to adopt rational 
measures of stabilization without inciting either political or further 
economic chaos in this country. The first requirement, of course, is 
to give the people, as you have so clearly indicated, food and clothing 
and medicines; and the next one is to give them some future prospect 
of getting some work and the restoration of, let us say, industries 
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which produce consumer goods—not inflationary industries, but in 
dustries which will produce consumer goods—and then there is the 
education of their children. Those are functions which rightfully 
belong to long-range economic agencies such as the UNKRA agency 
and not in the Army CRIK funds. We resisted their being put into 
emergency relief funds, and screen the budget request accordingly. 

So we hope to increase the UNKRA program over and above ‘the 
level proposed. 

Please remember that we have just started this type of stabilization 
programing. It has been accepted in principle by President Rhee 
and General Clark and everybody over there, but it is not simple of 
initiation. 

(Discussion off the record.) 

Mr. Scrivner. Oh, there are some other things that might help. 
For instance, one of the things that was suggested was the fact that 
they could use a tremendous amount of br iquets. 

General Marquart. Yes, sir. 

Mr. Scrivner. They could use lignite. 

General Mareuat. Yes, sir. 

Mr. Scrivner. Many of those things which are right there they can 
get much cheaper, and save the cost of transportation we are now hav- 
ing to pay. In addition to that I believe very easily there could be a 
little different attitude taken toward this rice situation. 

General Mareuat. The second point I wanted to bring up is this: 
What is the answer? The answer is to get the Korean Government 
and the United States integrated into some type of acceptable dual 
responsibility program whereby we will go into the Korean budget 
and as a prerequisite to our considering any form of aid or assistance, 
we can require that many of these things which you have determined 
to be faulty, and which undoubtedly are, be corrected. That is the 
start. 

Mr. Scrivner. This Republic has a great sympathy for the people 
of the Korean Republic. To those of us particularly who have been 
there and who have seen the situation and the conditions under which 
they live it isa heartbreaking thing. 

General Marquart. Yes, sir. 

Mr. Scrivner. We also appreciate the great pride that they have in 
their Republic. As a matter of fact, I like the ws ay they always refer 
to the Republic of Korea. We might well adopt that and refer to the 
Republic of the United States more often. 

General Marquart. They are very nationalistic in spirit; there is no 
question about it. 

Mr. Scrivner. Having that intense pride, which we realize, of 
course we can understand how they would naturally resent any direct 
interference with their governmental affairs; but on the other hand 
we, as members of this committee and as Members of Congress, have 
a duty to those people whom we represent, not only in our district. 
but throughout the United States, those people who are paying 2 
very heavy load of taxes. While we talk about how wealthy this Na- 
tion is we owe more than any other nation both in sum and per capita. 





t in 
; the 
Fully 
eney 
into 
igly. 
» the 


ition 
Rhee 


le of 


1elp. 
that 


Cal) 
hav 


be al 


his: 
nent 
lual 
lget 
nce, 
ined 

the 


ople 
een 
hich 


5 no 


of 
rect 
and 
ave 
rict, 
ra 
g i 
Na- 


ita. 


579 


Taxes are heavy. Taxes are a considerable portion of the burden of 
our cost of living. 

We, too, have some interest in this thing. We feel that we must, if 
we are to continue carrying this burden of relief in Korea almost 
altogether by ourselves, give it great consideration. The other nations 
appt arently are not going to contribute much more than the *y are Now, 
if that much, although all of them, inasmuch as this was called a 
United Nations incident and they are all in the United Nations, should 
participate. We must insist on a more efficient distribution so that 
there can be more of the necessities given to the Korean people at a 
lower cost in dollars to the American taxpayer, or there will soon come 
a time when the American people, as much as they sympathize with 
and as highly as they regard the Koreans, will, as a matter of self- 
protection say: “We have gone just as far as we are able to go and 
there is not any more money to be spent in Korea on relief until the 
whole thing is cleaned up.” How soon that is going to come I do not 
know, but for a lot of people that time is alres dy here and has passed. 

Perhaps if Mr. Rhee, who I think is a very realistic gentleman, 
could just come over here again for awhile, he would appreciate what 
the attitude of the American people is. 

Off the record. 

(Discussion off the record.) 

General Marquart. The Army has recognized this fact—it is a tre- 
mendous problem and I think that you would be satisfied if I could 
give you a statement to show you what steps the Army is proposing 
to rationalize the situation. The need is for setting up some ty pe of 
procedure that will be carried on in orderly fashion without precipitat- 
ing an issue that would adversely affect the military effort or too 
much disturb the political situation in Korea. A political chaos 
superimposed upon the military strain at the moment would un- 
doubtedly cause a collapse of the economy and undoubtedly adversely 
affect the military effort. We will be happy to get the benefit of your 
experience as to whether our plans are adequate or not. 

Mr. Scrivner. I am going to recommend to the chairman of the full 
committee that we have some of our staff make a visit to Korea and 
see some of these things first hand and report back, either on the truth 
or the lack of truth of some of the reports that we have received, 
before the 1954 appropriations are even considered. It is a terrific 
amount of money that is involved. 

General Marquart. The probability is we may have to spend more 
actually, but if we do it certainly must be for full value received. 

Mr. Wiacieswortn. I wonder if it would be possible to compile a 
statement which would show relief funds by each and every source in 
Korea from the start of the operations there; also how much is avail- 
able at this time from each source? If you could prepare that in addi- 
tion to the table requested by Mr. Scrivner, I think it would be very 
seen If the committee so desires we will call you back at a later 
cate, 
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(The matter referred to is as follows :) 


Summary of funds and supplies available for civilian relief in Korea sinc: 
June 25, 1950 


SECTION I. FUNDS AVAILABLE FOR CIVILIAN RELIEF IN KOREA SINCE JUNE 25, 1950 


ECA (these were turned over to the Department of 

the Army when ECA phased out of Korea on 

April 7, 1951, and have been expended) $21, 059, 184 
Civilian relief in Korea (Army) appropriations: 

Public Law 911, 81st Cong., $50,000,000; Public 

Law 179, 82d Cong., $50,000,000 ; Public Law 431, 

82d Cong., $175, 000, 000 275, 000, 000 


Total funds available___ ates $296, 059, 184 


Amount due general military funds for supplies furnished CRIK 
during fiscal year 1952°_____ : —73, 750, 000 


222, 309, 184 


"DOs. .... aR ; eee daledoy 
Obligated, fiscal year 1951, ECA_ eam nena en? ey OD, LO 
Obligated, fiscal year 1951, C RIK_ 28, 448, 344 
Obligated, fiscal year 1952, CRIK_______________ 68, 996, 912 

— -- —118, 504, 440 

Available for fiscal year 1953 pias ; 103, 804, 744 
Obligations to Dee. 31, 1952_- : . $42. 799, 448 
Committed for obligation 61. 005, 296 


Total for obligation aaciahe - Ana 108, 804, 744 


Ba lehess 25 et adi eit None 
Requirements for second half, ‘fiseal year 1953 (breakout by 
categories attached hereto) _—_ ‘ 45, 000, 000 


SECTION II. SUPPLIES FURNISHED FOR CIVILIAN RELIEF IN KOREA SINCE 
JUNE 25, 1950 


Diverted from military stocks for civilian relief in 
Kore _ prior to the first CRIK appropriation, 
Jan. 6, 1951._.._:- ; -tn-=- $21,100, 069 


Dive ried to C RIK from excess or surplus stocks since 
Jan. 6, 1951 is : ' x 9, 890, 727 


Total value of diversion from military stocks__.__..--._---- $31, 049, 796 
ECA foodstuffs transferred to Department of the Army for 
CRIK purposes___- 5, 618, 000 
Donations from Unite d States voluntary agencies and other nations 
(see detailed listing of donations by agencies attached hereto)___ 32, 066, 053 


Total value of supplies furnished a 68, 733, 849 


1 The amount due general military funds for supplies furnished CRIK during fiscal year 
952, $73,750,000, is accounted for as follows: CRIK requirements for last half of fiscal 
ear_ 19; 53. $45,000,000 : amount to be reimbursed general military funds, $28,750,000 ; total, 
73.750.000. 


1 
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SECTION III. SUMMARY OF FUNDS AND SUPPLIES AVAILABLE FOR CIVILIAN RELIEF IN 
KOREA SINCE JUNE 25, 1950 
1. Funds available: 
(a) ECA sceribaced $21, 059, 184 
(b) CRIK_- soasioc ; _. 275, 000, 000 


Total funds__ ao ; ; _ $296, 059, 184 
2. Supplies furnished : 
Ns ee eh ete . $5, 618, 000 
(b) Diversions_______ = 31, 049, 796 
(6). Devations..........-.. 32, 066, 053 


Ou, 


Total supplies —_- , 68, 733, 849 


Total funds and supplies__._.______- 364, 793, 033 


Requirements for 2d half of fiscal year 1953 


Code No. Commodity category Quantity cot O a5) 
: -OS + S 


Long tons 

Foodstuffs 140, 600 $17, 601, 000 
Medical supplies 1, 468 , 851, 925 
Solid fuels - - ‘ 113, 000 260. 000 
Petroleum products 111, 138 3, 172, 553 
Transportation supplies and equipment 21! 204, 500 
Clothing and textile material , O5S , 643, 750 
Miscellaneous end products 43, 0 2, 336, 710 
Miscellaneous raw materials 5,7 , 479, 562 

Subtotal 416, 348 | 35, 550, 000 
Ocean transportation cost . 450, 000 


Total , 416, 348 5, 000, 000 


Donations for civilian relief in Korea (by dollar value), made by United States 
and foreign voluntary agencies, members of United Nations and nonmembers, 
for the period June 1950 through Dec. 81, 1952 


United States voluntary agencies: 

American Friends Service Committee__-_ ; : aaa $295, 603 
American Red Cross____—----- ; ; 48, 016 
American Junior Red Cross_- ei Sia hare a 567, 600 
American Red Cross in Japan- . 7 pee er ia ; 8, 632 
American Relief for Korea oe 8, 029, 155 
Bancroft-Whitney Co_ _--- 600 
CARE eet es S 857, 008 
Church World Service : : ie , 663 
Committee for Free Asia___- 1 nis 50, 000 
Friendship Among Children and Youth Around the World , 700 
General Conference Seventh Day Adventists__ eee Se 8 , 000 

2.500 

8, 250 
Jason M. Lee__- 5 ; , 120 
SEE UPOREE MOUNO gaia Seen cae eee eS eS , 420 
Manget Foundation See: , 250 
Naval Hospital, Bethesda, Md__-__-___-_-_-- : 7 : 500 
Naval Supply Depot, San Pedro, Calif es 31, 360 
William B. Neal, Jr 500 
19th Bombardment Wing, USAF 120 
Oriental Missionary Society__-- , 883 
Presbyterian World Mission 1, 000 
Religious Dominations of Fort Devens, Mass 1, 000 
Save the Children Federation 102, 122 
School Children of San Francisco 80 
Sharpe & Dohme, Inc 1, 000 
Special Services Officer, USARPAC 1, 120 
Third Army 10, 857 
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Donations for civilian relief in Korea (by dollar value), made by United States 
and foreign voluntary agencies, members of United Nations and nonmem)y 
for the period June 1950 through Dec. 31, 1952—Continued 


United States voluntary agencies—Continued 
United States Army Chapels in Alaska_ se 


War Relief Services, National Catholic Welfare Committee. ies ones 
Donors (names unknown) 


Subtotal 


Foreign voluntary agencies: 

Australian Presbyterian Mission 
Australian Red Cross 
Canadian Red Cross__- 
United Church of Canada 
Catholic Organization of 
Greek Red Cross r 
Indian Red Cross Society________ seadgaetea 
Iranian Red Lion and Sun_____--_-~_- 
International Refugee Organization_ 
Japan Canned and Bottled Food Associ iz ation_ 
Japanese Red Cross_____-__--_____ aad : i 
Korean Consul General ; , 139 
New Zealand Council of Ors ganizations | For. Relief Services 

Overseas ____ oe ; : 46, 410 
New Zealand Red Cr ross ; 194 
Norwegian Red Cross____ 5, 640 
Norwegian Relief Agency For E uropeans a 285, 580 
Swedish Red Cross__________ ; a $ 2, 512 
Turkey Red Crescent Society : 950 
British Red Cross__- Tia ; 8, 400 


British YWCA of Hong Kong_ ; , 225 


U. N. Korean Reconstruction Agency 173 
U. N. International Childrens Emergency 2, 554 


Subtotal 8, 818, 338 
U. N. member nations: 

Argentina iat 500, 000 
Australia__- : 411, 990 
Belgium ___ 59, 500 
Burma : j 50, 000 
Chinese Government__-— 617, 130 
oo ae ae 259, 000 
Denmark___ . 256, 916 
Ecuador___ 108, 741 
Ethiopia : ; . 3 ‘ ; a : i 296, 0F2 
rN oe ee ee ee oe ; T7, 582 
Greece ; 151, 774 
Iceland cae . 55, OF0 
Seen... 2 172, 045 
Israel ; 102, 625 
25. 730 


Mexico____ 453, 468 


oh 

New Zealand 153, 414 
Norway-__-_ 7 78, 365 
Pakistan 879, 850 
Peru- 60, 000 
Philippines 9256, 588 
Sweden 60, 200 
Thailand_ 368, 000 

533, 065 
Uruguay 250, 779 
Venezuela 966, 530 


PRO ot nn diccucedcahints bene, sataatens ote ee 11, 734, 389 
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Donations for civilian relief in Korea (by dollar value), made by United States 
and foreign voluntary agencies, members of United Nations and nonmembers, 
for the period June 1950 through Dec. 31, 1952—Continued 


Nonmember nations: 
Austria * . AS $40, 000 
Cambodia z ae 4, 020 
Costa Rica : 1, 866 


Subtotal : 45, 886 


CUR CONG iia i erro Cass ; _ 82, 066, 053 


RECAPITULATION 
re er MO i aa ech since oor 11, 734, 389 
Sesceebee CNS eS : socnnian 45, 886 
United States voluntary agencies i ae eels is Seca cee wedi 16, 467, 440 
Foreign voluntary agencies 3, 818, 338 


2 ¢ CR TN A ao asi leecher es erence cetevins ata oceans _ 82, 066, 053 


19~ 
» Tede) 


, O00 
, ON) 


3” 120 Fripay, Fesruary 6, 1953. 
i, 410 


DEPARTMENT OF THE NAVY 
194 


en WITNESS 
a DSO 


519 REAR ADM. EDWARD W. CLEXTON, UNITED STATES NAVY, ASSIST- 
950 ANT COMPTROLLER, DIRECTOR OF BUDGET AND REPORTS 


, 400 
, 225 Mr. WiccLeswortH. Gentlemen, the committee will come to order. 
178 | understand Admiral Clexton wants to make a brief statement before 
Boos we take up the first Navy item. 

Admiral CLexron. In Document No. 62 the Navy has the following 

r a S$: 

Bian . For an additional amount of $140 million under the appropria- 
L990 tion “Military personnel, Navy.” 
500 2. For an additional amount of $63 million in the appropriation 
), O00) “Military personnel, Marine Corps.” 
ooo 3. A request under the appropriation, “Marine Corps troops and 
Paee facilities,” for language to permit liquidation of obligations for the 
"741 procurement of ordnance, ammunition, and other milit: ary equipment 
3, OF for the Marine Corps. 
, 582 4. A request for language under the appropriation, “Ships and 


Sl facilities” for liquidation of obligations for the procurement of elec- 

O45 tronics equipment. 

,, 625 5. A request for language under the appropriation, “Ordnance and 

, 730 facilities” for the liquidation of obligations for the production and 

ire procurement of naval ordnance and “ammunition, plant equipment, 

"965 appliances, and machine tools. 

850 Under the heading of “General provisions, Department of Defense” 

, 000 the Navy is requesting repeal of section 634 of the Department of 

ioe Defense Appropriation Act of 1953. 

000 In the House Document 62, on page 21, under the heading of the 

065 “Department of Justice” the Navy has a vital interest in the ; general 
provision which recommends that section 208 of the Department of 
Justice Act of 1953 be repealed. ‘This section covers the water rights, 
which are vital to the Marine Corps installation at Camp Pendleton 


and repeal is requested in order to avoid piecemeal and costly adjudi- 
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cation of water rights, a multiplicity of court actions, and to assure 
effective administration over federally owned property. 

The Navy Department witnesses having responsibility for the pro 
grams outlined are here to discuss in detail each one of these items. 

Off the record. 

(Discussion off the record.) 


Minrrary Personnen, Navy 
WITNESSES 


VICE ADM. JAMES L. HOLLOWAY, CHIEF, BUREAU OF NAVAL 
PERSONNEL 


CAPT. FRED R. STICKNEY, ASSISTANT CHIEF OF BUREAU FOR 
FINANCE AND PROPERTY MANAGEMENT 

COMMANDER LAURENCE THOMPSON, HEAD, BUDGET BRANCH, 
COMPTROLLER DIVISION, BUREAU OF NAVAL PERSONNEL 

LT. OAKLEY W. CHENEY, MILITARY PAY AND EXPENSES, BUDGET 
BRANCH, BUREAU OF NAVAL PERSONNEL 


REAR ADM. HENRY CROMMELIN, ASSISTANT CHIEF OF NAVAL 
OPERATIONS (PERSONNEL) 


CAPT. WILLIAM G. COOPER, ASSISTANT CHIEF OF BUREAU FOR 
PLANS AND POLICY 


BRIG. GEN. ROBERT S. MOORE, OFFICE OF THE SECRETARY OF 
DEFENSE 


OFFICE OF THE COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 


CAPT. ROBERT R. CRAIGHILL, CHIEF STAFF OFFICER, OFFICE OF 
BUDGET AND REPORTS 


COMMANDER WILLIAM H. MACK, STAFF OFFICER, OFFICE OF 
BUDGET AND REPORTS 


Military personnel, Navy 
Presently available » ding pid <-gups gh Sh eet diateieters eae ene lee ee pk $2, 485, 896, 500 
Revised GQetimate..........un<canenasnndantiagemmmneigr mse oe en a re) 


Difference _____-* +181, 443, 000 
The estimates for this appropriation as submitted to Congress 
were based on no hostilities in 1953 and on laws then in effect. 
However, subsequent to the submission of the estimates there 
was enacted the following legislation affecting the estimates for 
which no direct appropriations were made: 
(a) Public Law 346 (82d Cong.), approved May 19, 1952, pre 
scribed a 4-percent increase in basic pay rates, a 14-percent 
increase in basic allowances for quarters, and a 14-percent 
increase in certain basic allowances for subsistence, effec- 
tive May 1, 1952. Estimated gross cost... .... $107, 396, 196 
(0b) Public Law 476 (82d Cong.), approved July 9, 1952, pre- 
seribed an additional uniform allowance of $100 for certain 
Reserve officers reporting for active service on or after 
June 25, 1950, and changes in certain existing uniform al- 
lowances, effective Jan. 1, 1953. Estimated gross cost___ 902, 250 
(c) Public Law 488 (82d Cong.), approved July 10, 1952, pre- 
scribed combat duty pay at the rate of $45 per month for 
certain personnel on active duty after May 31, 1950. 
Batimeted sroese cet... cise Gti ca ial ie 2, 000, 000 
(d) Public Law 550 (82d Cong.), approved July 16, 1952, pre- 
scribed mustering-out pay at the rate of $100, $200, or 
$300 for members separated from active service after June 
27, 1950. Estimated gross cost 126, 188, 800 


Total gross cost of new legislation 236, 437, 246 
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Increased costs which result from this new legislation are partially offset by a 
reduction in the planned average number of personnel to be on active duty. 
These changes are summarized as follows: 


Presently available 


Begin End Average; Begin 


Officers 83, 500 86, 950 84, 044 81, 338 84, 100 


nlisted 736, 500 | 748,925 | 740,956 | 735.753 | 715, 900 


rotal 820, 000 | 835, 875 | 825, 000 817,091 | 800,000 | 803. 879 
‘ 


Personnel program changes generate net savings of $54,994,246 which ar 
to offset the pay increases. Savings in other Department of the Navy approp 
tions in the amount of $41,443,000 are proposed for transfer to provide furtl! 
offset against the additional cost of new legislation. 

The following table presents a recapitulation of additional costs of n¢ 
tion and offsetting funds applied thereto: 


Law 346, increase in pay and allowances 107, 396, f 01, 996 { 13, 000 $11, 861, 200 
ic Law 476, unif orm illowances 902, 25 2, QA 0 0 
» Law 488, combat pay 2. 000, OO ( ) 2 000, 000 
» Law 550, muste wineont pay 126, 138, ) ) 126, 138, 800 


Total 236, 437, ‘ 54, 904, 24¢ ] ( 140, 000, 000 


The revised estimates incorporate the revised personnel program numbers, cur- 
rent cost factors, together with new factors introduced by the above legislation. 


Mr. Wiceiesworrn. Admiral Holloway, you have a brief state- 
ment with respect to item No. 1? 

Admiral Hoiitoway. I have, sir. 

Mr. Wicciteswortn. Will you proceed with that, please ? 


GENERAL STATEMENT 


Admiral Hottoway. Mr. Chairman and gentlemen of the com- 
mittee, I am here today to request supplement: al funds in the amount 
of $140 million under the appropriation “Military Personnel, Navy, 
1953.” This appropriation, as you know, provides for the pay, allow- 
ances, subsistence, travel, clothing, and other personnel costs of all 
Navy personnel in full-time active duty. 

Our requirement for additional funds does not stem from any in- 
crease in personnel strength over that which was approved by you 
when the 1953 Department of Defense Appropriation Act was passed. 
In fact, some reductions in the approved personnel numbers are now 
planned and these reductions serve to offset a portion of the additional 
dollar requirement which has been generated since the appropriation 
was reviewed by the Congress last summer. 

This request is based solely on the costs of four specific legislative 
actions which occurred subsequent to the preparation and submission 
of the 1953 budget estimates. These were, briefly 

(a) Public Law 346, which amended the Career Compensation Act 
of 1949, by increasing basic pay rates 4 percent, basic allowances for 
quarters 14 percent, and certain basic allowances for subsistence 14 
percent. The cost of this act is computed at $107,396,196. 
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(6) Public Law 476, the Armed Forces Reserve Act, adjusted 
existing uniform allowances for Reserve officers and prescribed an 
additional uniform allowance for certain Reserve officers who reported 
for active duty on or after June 25, 1950. The cost of these additiona| 
allowances is $902,250. 

(c) Public Law 488, the 1953 appropriation act, incorporated, Ww 
der title VII, the Combat Duty Pay Act of 1952. The cost of combat 
pay for Navy personnel payable in 1953 is estimated to be $2 million. 

(2) Public Law 550, the Veterans’ Readjustment Assistance Act 
of 1952, prescribed mustering-out pay at the rate of $100, $200, or 
$300 for members separated from active service on and after June 27, 
1950. The cost of this item, including the authorized retroactive 
payments to members separated in fiscal years 1951 and 1952, totals 
$126,138,800. 

The total cost of these four acts is $236,437 246. 

Continuous reviews have been conducted to insure the most effective 
utilization of personnel possible and to adjust manning levels, both 
current and projected, to the minimums consistent with planned fleet 
operations and necessary shore support. As a result it has been pos- 
sible to effect some downward adjustments to the previously approved 
personnel plan. 

We now plan to support in 1953 an average strength of 803,879 and 
an end number of 800,000, in lieu of the average of 825,000 and end 
number of 835,875 previously planned. 

This reduction reflects a decrease in the average number of officers 
from 84,044 to 82,344 and in the end number from 86.950 to 84,100. 
In the enlisted line the reduction is from 740,956 to 721,535 in the 
average and from 748,925 to 715,900 in the end number. I might add, 
at this point, that the Navy presently plans to operate throughout 
fiscal year 1954 at the reduced end strength of 800,000 which we will 
reach by June 30 of this vear. 

These reductions and readjustments in the personnel plan, as it was 
reflected in the basic appropriation, generate net savings of $54,994,- 
246, which we have applied against the gross additional requirement 
of $236 million that I mentioned a few moments ago. 

There were also authorized, in connection with these several pieces 
of legislation, transfers of available balances from certain appro- 
priations available to the Secretary of Defense, to be used as partial 
offsets against the additional costs involved. It is expected that $41,- 
443,000 can be made available for transfer to this appropriation pur- 
suant to such authorizations and our net deficiency is reduced accord- 
ingly to the $140,000,000 requested. 

Further details in connection with our computations are before you 
and I and my assistants will be glad to discuss with you any areas on 
which you may have further questions. 

Mr. Wiccteswortn. Thank you, Admiral. 

Under the original bill for the current fiscal year you had, as I 
understand it, $2,485,896,500. 

Captain Stickney. That is correct, sir. 

Mr. WiacitrswortH. What was the actual obligation against that 
total as of December 31, and what was the actual expenditure? 

Captain Stickney. I think Admiral Clexton has that. 
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Admiral Ciexron. I can give you that. Under the appropriation 
“Military personnel, Navy,” the obligations as of December 31, 1952, 
were $1,368,000,000, and the expenditures as of the same date were 
$11 76,526,112. 

Mr. WiceLesworrn. As Admiral Holloway has pointed out, this 
item is the result of the addition of 4 increases resulting from the 
4 new pieces of legislation enacted since the regular bill, minus de- 
ductions in terms of sav ings and transfers of %: 54.9 million and $41.4 
million, respectively, bringing the 1 net request to $140 million. 

That computation appears on page 2 of the committee justifications, 
and there is some information with reference to each 1 of the 4 in- 
creases appearing on the pages immediately thereafter. 

Have you somewhere the figures presented to this committee at 
“7 time of the original bill, for each one of the items? 

Captain Stickney. Under each subhead, Mr. Chairman? 

Mr. WicGLeswortH. Yes. 

Captain StTicKNEY. Yes, sir. 

Mr. WiccLteswortu. Has that been presented to the committee / 

Captain Stickney. I have them right here, sir. 

Mr. WiccLeswortn. I believe a request has been made already to 
the Navy for figures to every appropriation item which will show for 
each of the 6 months of the present fiscal year the obligations and 
expenditures, and the projected obligations and expenditures by quar- 
ters in the second half of the year. Is that information now avail- 
able ¢ 

Admiral CLexron. Off the record, please. 

(Diseussion off the record.) 

Mr. Wicetrsworrn. The cost appearing on page 2 of the justifica- 
tions, insofar as the first figure is concerned, of $107,396,196, results 
simply from the application of the statutory percentage increases, 4 
percent on the basic pay and 14 percent on subsistence and quarters 
allowances, 

Captain Stickney. That is correct, sir 

Mr. WiccLeswortu. Applied to the reduced personnel figures in 
each instance ¢ 

Captain Srickney. Yes, sir; to the new plan. 

Mr. Wieereswortu. In other words, you apply the basic-pay allow- 
ance plus 4 percent to what figure? Is it to the new average figure / 

Captain Stickney. The revised man-year average. 

Mr. Wiecteswortu. The average? 

Captain Stickney. Yes, sir. 

Mr. Wiceieswortn. And that same thing applies to the basic allow- 
ance for subsistence and the basic allowance for quarters. 

Captain Stickney. Yes, sir. Mr. Chairman, all of these increased 
costs were calculated and based on the revised plan which is shown 
on this page 2. The man-year average shown in the new plan is that 
on which the new costs were calculated. 

Mr. WiceLeswortH. Can you furnish for the record a table which 
will show how that basic-pay figure is computed? That is the basic- 
pay rate and the number in each rating ¢ 

Captain Stickney. Yes, sir; we will furnish that for the record, 
sir. 
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Number | Amour 


Officers (includes commissloned, warrant, and nurses): 

Fleet admiral 
Admiral 
Vice admiral 
Rear admiral (upper half) 
Rear admiral (lower half) 
Captain 
Commander 
Lieutenant commander 
Lieutenant 
Lieutenant (junior grade 
Ensign 
Warrant officers 

ws 

w-3 

Ww-2 

W-!l 


Total 


Enlisted personne] 
Pay grade: 
E-7 ses , 177 
—tH 60, 490 | 
5 52, 351 
128, 750 
227, 889 
165, 852 
on 29, 226 
~1 GCM prisoners 800 | 





— DO bo SO 


P 
E 
E 
E 
E 
F 
E 


4 
3 
> 
1 
1 


Total _.- SSA, 721, 535 | 


NotTE.—Rates and amounts include 4 percent increase. 


Mr. WiceLteswortH. What is the basic allowance for subsistence ? 

Captain Srickney. I will ask Mr. Cheney to answer that if I may, 
sir. There is no one basic rate. It depends on several factors, and | 
think he can explain very quickly, sir. 

Lieutenant Cuenry. All officers get a basic allowance for subsisteice 
which, before the pay raise, was $42. 

Mr. WiccLeswortH. $42? 

Lieutenant Cupnery. $42 a month. 

Mr. Wieeieswortu. That is exclusive of the 14 percent ? 

Lieutenant Cuenry. Exclusive of the 14 percent. That gave an 
annual rate of $504. Now, the $504 plus the 14 percent gives them 
$574.56, so that we have a new man-year average of 82,344 officers 
getting a basic allowance for subsistence of $574.56. Included in that 
is a 14-percent increase, which amounts to $5,810,193. The increase 
per officer was $70.56. 

Mr. Wiccteswortn. I do not understand that last statement. 

( Discussion off the record.) 

Mr. WiceLteswortH. What were the figures submitted to this con- 
mittee in connection with the regular bill for these items? 

Lieutenant Cueney. In the original bill we had 84,044 officers. 

Mr. WiccteswortH. Off the record. 

(Discussion off the record. ) 

Mr. Wiceteswortu. Of the total increase in respect to allowance 
for subsistence, $5 million plus is with respect to officers and the balance 
of $7,567,063 is with respect to enlisted men? 

Lieutenant Curenry. That is correct, sir, except for a very small 
amount which is in the separation cost items, $86,483. 

Mr. WiceteswortH. What determines the number of persons 
entitled to uniform allowances? 
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Lieutenant Cuenry. Under the regulations in effect prior to this 
new bill a Reserve officer initially appointed got a total of $250. He 
got $150 for an initial outfit and $100 when he came on active duty 
or when he performed a certain number of drills and so forth. That is 
now $200 instead of $150. We have 4,077 of those. 

Mr. WiecLeswortu. What determines that figure / 

Lieutenant Cuenry. That is the number of people being initially 
appointed beginning after January 1, 1953, for the rest of the fiscal 
year. 

Mr. Wicetesworru. What is the figure immediately below that, 
the increased number entitled to active duty allowance, 6,984, based on ? 

Lieutenant Cuenry. That is 6,984 officers coming on board during 
the fiscal year, Reserve officers who will get an initial allowance of 
$100 over all, who otherwise would not have gotten anything under 
previous regulations. That is when they are called to active duty. 

Mr. Wiecieswortn. Both those figures are estimated / 

Lieutenant Cuenry. Yes, sir; they are estimated on the basis of 
the personnel plans. 

Mr. Wicertrswortn. With respect to the combat pay figures for 
fiscal 1951 and 1952, those are based on facts, and you have assumed the 
same situation in fiseal 1953 as in 1952? 

Lieutenant Cuenry. That is correct. 

Captain Srickney. Yes, sir. 

Lieutenant Cuenry. We have practically no one getting combat 
pay except those ashore in Korea 

Mr. WicertreswortH. With regard to the mustering-out pay, the 
over-all total assumed for 1953 shows a substantial reduc tion, does it 
not, as compared with 1952? 

Lieutenant Cueney. Yes, sir; it does. The number of people who 
get mustering out pay each year, of course, depends upon the number 
of losses you have each year, and that fluctuates. 

Mr. Wiectesworrn. Tell us how you arrive at the figures for sav- 
ings appearing on the table on page 2. For instance, you have a 
sav vings there of $54,091,996. 

Captain Stickney. The savings, Mr. Chairman, are actually $54,- 
994,246. The second figure in the table of savings, $902,250, was shown 
as applied against the “uniform allowance, Public Law 47 6; but the 
total savings generated from the new plan is the total at the bottom 
of the line of savings, sir. 

Mr. Wicereswortu. Well, you had $2,485,896,500 for this purpose 
in the regular bill. You showed in the original estimate an average 
strength of 825,000. That would seem to give a per capita average 
of about 3,013. If you apply that to the new average estimated 
strength of minus 21,121 it would seem to give you a savings of about 
$61.6 million instead of $54 million. 

Captain Stickney. It does not apply directly that way, Mr. Chair- 
man. When you revise a plan you have variable costs which are not 
directly related. We have increased losses. Mr. Cheney can give you 
the details which cause the variations there. 

Lieutenant Cuenry. The greater part of the difference is attribut- 
able to the additional losses we will have in enlisted personnel for fiscal 
1953 over those planned when we came before Congress last year, 
which was occasioned by the fact that the period of involuntary ex- 
tension was reduced from 1 year then in effect to 9 months by the 
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President, and that generated a considerable additional loss which 
otherwise would have occurred in fiscal 1954. 

Mr. Wiccieswortn. It is still not clear to me. If your strength 
goes down a specified number of people, why should not the net savings 
over the original estimate be equal to the average, times the number 
in the decrease ? 

Captain Stickney. Mr. Chairman, this additional loss was not 
created by the reduction in the plan. We had a change in the Reserve 
release, which meant a lot more people were going out during the 
remainder of 1953 than we had planned when the budget was first 
submitted to the Congress. That is where this additional cost comes 
in. As you know, when a man is released it costs us some money. 

Lieutenant Curnry. Those would be in proportion, Mr. Chairman, 
only to the extent that the proportion of gains and losses stays the 
same as that of the average strength, because you have two types of 
costs. One is a man-year cost, which is a continuing thing, and then 
you have the one-time costs for gains and losses. For instance, when 
a man comes in he gets an initial outfit of clothing. Then when 
he goes out he gets mustering-out pay, he gets terminal-leave pay, 
and travel allowance and such things as that. 

Mr. Wiceieswortn. Both of these items of savings come out of this 
particular item? The $54 million item and the $902,000 estimated 
savings are both coming out of this? 

Lieutenant Cuenry. They are the total savings for the appropria 
tion which we have applied to these two items of increased cost. 

Admiral Hottoway. Mr. Chairman, may I interpolate? T also find 
this a little difficult to understand, but I think perhaps it is a questior 
of where you apply it. Is that not correct? 

Lieutenant Cuenry. Yes, sir. 

Admiral Hotitoway. They applied it there, sir, against those two 
items. where actually I think some of it is applicable to mustering-out 
pav down at the bottom, sir. 

Mr. Wiccieswortn. But the sum of those two items represents the 
maximum savings you have found up to date in this appropriation ? 

Admiral Hotioway. Yes, sir. 

Mr. Wiceiteswortn. And you are applying them arbitrarily. 

Cantain Stickney. Mr. Chairman. along that line. the saving is gen- 
erated in the apnropristion as a whole. We applied the $902,250, 
which relates to the additional uniform allowance, because there was 
no express authority for the transfer of monevs from another apnro- 
priation to this anpronriation to absorb that additional cost. So that 
the savings within this appropriation were applied to the two items, 
increase in pay and allowances and the increase in the uniform allow- 
ances. In the case of the other two increases, combat pay and muster- 
ing-out pay, from two pieces of legislation. there is expressed authority 
for the transfer of funds to this appropriation. 

Mr. Wiaeieswortn. One other question. In the next. to the last 
paragraph of vour statement, Admiral, vou say that there were au- 
thorized transfers of available balances from certain appropriations 
available to the Secretary of Defense, to be used as partial offsets 
against the additional costs involved. 

What transfers were authorized and from what appropriations 
available to the Secretary of Defense were they authorized? 
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Captain Stickney. With your permission, I would like to refer 
that question to Admiral Clexton. 

Admiral CLexron. The transfers that are authorized, that of $41,- 
443,000 will come from the following appropriations: Military per- 
sonnel, Naval Reserve, 1953, $6 million; Military personnel, Marine 
Corps Reserve 1953, $1 million; Medical care, Navy, 1953, $9,100,000; 
Civil engineering, Navy, 1953, $17,500,000; Ordnance and facilities, 
Navy, 1955, $7,843,000, making a total of $41,448,000. These, as you 
will note, are all appropriations for the fisc al year 1953. 

Mr. Wicciesworrn. These appropriations were all appropriations 
to the Navy Department as distinct from appropriations to the Office 
of the Secretary of Defense, were they not? 

Admiral Ciexton. That is correct; yes, sir. 

Mr. Wice.esworru. Were there any other transfers of available 
balances authorized for this purpose? 

Admiral CLexron. They are not now authorized, and we are not 
allowed to transfer balances from 1951 and 1952 appropriations be- 
cause there was a ruling by the General Accounting Office on that. 

Mr. Wicereswortu. I was just trying to clear up in my own mind 
the meaning of that sentence I read, which says that there were 
authorized in connection with these several pieces of legislation trans- 
fers of available balances from certain appropriations. 

Admiral Ciexton. The authorization was for transfer of 1953 
money into this pay appropriation but not previous fiscal year 
balances. 

Mr. WiecLeswortH. My question is, Does the 41,443,000 that you 
now suggest transferring exhaust the authority to transfer referred 
to in this statement ? 

Admiral CLexron. The Navy has no other funds in the 1953 budget 
that it feels it can transfer into this appropriation. 

Mr. WiceLeswortn. Has it authority to transfer more / 

Admiral Ciexton. It has authority to transfer more; yes, sir. 

Mr. Wiceiesworru. And this is the maximum it feels it can trans- 
fer, but the authority extends to other funds as well 

Admiral CLextron. That is correct. 

Mr. Wice_eswortn. Can you tell us just what was the extent of 
that authority ? 

Admiral Ciexron. That the funds could be transferred from the 
1953 appropriations available to the Navy. 

Mr. Wice.eswortu. Any and all funds? 

Admiral Cuexton. Any and all funds; yes, sir. 

Mr. Wiceteswortn. I thought this was only applicable to certain 
balances, from the wording of the statement. It applied to any and 
all funds. 

Mr. Scrivner. I gather from your statement, Admiral Clexton, 
that there may be funds available to the Secretary of Defense which 
may be possibly applied to this request ; is that right ? 

Admiral Ciexton. The Secretary of Defense may have some, but 
I do not know. 

Mr. Scrivner. Then why was the statement put in here that there 
were also authorized, in connection with these several pieces of legis- 


29310—53- 38 





592 


lation, transfers of available balances from certain appropriations 
available to the Secretary of Defense? 

Admiral Ciexton. It was to be handled this way; if the Army had 
funds available, they could have been transferred into the Navy ap- 
propriation or the Air Force funds or the emergency funds could 
have been transferred into any one of the services. That is the w: ay the 
law read. But a decision was reached i; the General Accounting 
Office that only those funds in 1953 were available. 

Mr. Scrivner. As a result of that decision: as far as you know, 
there are no funds available to the Secretary of Defense that can be 
transferred ? 

Admiral Ciextron. I can only speak for the Navy and say that we 
do not have any more funds in 1953 for transfer into this appropria- 
tion. However, we do have funds in 1951 and 1952, unobligated bal 
ances, which we are prepared to transfer if that is the desire of the 
committee. 

Mr. Forp. That would require, under the ruling of the General 
Accounting Office, some legislation in this appropriation; would it 
not ? 

Admiral Crexton. You would merely have to state that that was 
your intention in the previous bill, or that you want to do it now, 
and just make it a law. I am prepared to give you appropriation 
citations covering the $140 million which we have requested in this 
appropriation and additional money of $63 million in the Marine 
Corps program. In this way you will not have to appropriate any 
more money to the Navy or the Marine Corps to cover this entire 
program. 

Mr. WicceteswortHu. That would be out of 1951 and 1952 funds? 

Admiral Crexton. Yes, sir. 

Mr. Wicerteswortn. Which would otherwise lapse. 

Mr. Hruska. Would that be out of balances in the annual appro- 
priations for 1951 and 1952? 

Admiral Ciexton. They are all annual appropriations; yes, sir. 

Mr. Hruska. And those would be ones which would revert to the 
general fund if they were not obligated or expended during those 
vears? 

Admiral Ciextron. That is correct. 

Mr. Hruska. If we adopted it as a general rule that those balances 
could be used for the purpose of deferring deficits of this kind, is it 
not true that we would be making perpetual appropriations out of all 
annual appropriations? Would not that be the result of a ruling of 
that kind? 

Admiral Crmxton. You are merely making the money available for 
an additional period; that is correct. 

Mr. Hruska. Yes; but if we adopted that as a general rule to apply 
to any unexpended or unobligated balances of annual appropriations, 
it would simply mean that we are converting the annual appropria- 
tion into a perpetual appropriation so that it “could be applied at any 
future time to a deficiency of a future fiscal year. 

Admiral Crexron. If there were money available and you made it 
a specific law each time. 

Mr. Osrerrac. Would you have to do it each time? 

Admiral Crexron. You would have to do it each time. You are 
making a specific law when you provide for the transfer of so many 
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million dollars from one appropriation to another for the payment 
of these specific purposes. When the funds are paid out, there is no 
more authority to transfer money. 

Mr. Hruska. Is it your understanding of the General Accounting 
Office ruling that the Appropriations Committee would have in its 
jurisdiction the right to make that kind of transfer? 

Admiral Ciexron. You have complete authority to transfer this 
money. They made a ruling that it was not your intent. The people 
in the Department of Defense actually requested a ruling on this point 
and felt that you had intended to use 1952 and 1951 funds. 

General Moorr. Mr. Chairman, may I respond to a portion of that 
question ¢ 

Mr. WiecieswortH. Certainly. 

General Moorr. We proposed language for submission to the com- 
mittee which would extend the availability for this purpose of these 
1951 and 1952 unexpended balances which are still carried as unex- 
pended balances on our books and will continue to be carried until the 
second vear following the year for which they were made. And we 
put in text “which are hereby made available for this purpose,” and 
a representative of the Department of Defense was advised by a rep- 
resentative of the General Accounting Office, the Office of the Comp- 
troller General, that that would constitute sufficient legal ground to 
make them available. 

Mr. Forp. Is that language, as proposed, limited to the $140 million ? 

General Moore. Yes, sir. 

Mr. Forp. Only to that? 

General Moore. Only tothat. We were very careful in the Office of 
the Secretary of Defense so to limit it. 

Mr. Forp. In other words, it would not give you unlimited author- 
ity to dip into any other unused portion of that? 

General Moorr. Absolutely. 

Admiral Ciexton. That is right. We would cite the appropriation 
and the exact amount of money from each one of the old unobligated 
balanees, which would go into the appropriation, “Military Personnel, 
Navy,” and is only available for the pay of military personnel. 

Mr. Ostertac. In other words, it is specific as to the amount in the 
original appropriation for which it was intended. 

Admiral Crexron. As soon as it goes into the appropriation, “Mili- 
tary Personnel, Navy.” the language of that appropriation deter- 
mines the legal use of the money and that is only for pay and allow- 
ances of military personnel. 

Mr. WicereswortH. Has somebody a recent figure for officer 
enlisted strength ? 

Captain Stickney. As of what date? 

Mr. WiacieswortH. The most recent figure that you have. 

Lieutenant Cureney. I have the final December 1 figure and a pre- 
liminary estimate for January 1 and February. 

Mr. Wicereswortn. Give us the December 1 figure 

Lieutenant Cnenry. December 1 the figure is 802, 

Mr. Wiceteswortrh. That breaks out how ? 

Lieutenant Curnry. That breaks out to 82,041 officers and 720,412 
enlisted men. 

Mr. Scrivner. Primarily, the presentation of the Navy this morn- 
ing breaks down into a matter of mathematics. You have these four 
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public laws which were passed by the Congress after the presenta- 
tion of the 1953 request for funds to the committee and to the Con- 
gress and those increases are applied to a certain number of men. So 
that when you apply the increase provided by law to that number 
of men affected, you get the number of dollars which are required 
at thistime. That would be your first figure. 

Then you have found that you can go back to certain other Navy 
appropriations for 1953 where you can make certain savings amount 
ing to $41,433,000, which would leave the net figure which the Navy 
requires in this supplemental. 

Whenever the question arises of going back over your appropria 
tions and finding certain funds that can be applied to some new pro- 
gram or new moneys, it leaves the committee and the Congress a little 
confused and sometimes embarrassed, because the indication here this 
morning would be that the request for 1953 for these four programs 
from which you can now get funds was overestimated. Sometimes 
there are things that can be explained to the public and sometimes they 
cannot be explained. 

I am particularly interested right now in finding out how you de 
termine that you can reduce the strength of the Navy to your end 
figure as given here of 715,900 enlisted. How did you do that ? 

Admiral Hottoway. May I ask Admiral Crommelin to present that 
to the committee / 

Mr. Scrivner. Surely. There must be some reason. When I was 
out in the Far East in August and September, I heard something 
about a manpower study that was being made. Whose manpower 
study was it and what did they find out ? 

Admiral Hottoway. I do not know, sir. I have been in the Atlantic 
here for the last 214 years. 

Admiral Crommetin. Mr. Chairman, when our plan was first made 
up for 835,000 total Navy, and approved by the Secretary of Defense 
and the Congress, in those total numbers were included 8 percent of 
the total number for transients, patients, and prisoners. That 8 per- 
cent was based upon a previous 5 years of experience, I believe. 

However, the Department of Defense took a look at that and felt 
that 7 percent would be nearer correct. Sothey automatically reduced 
us in that particular line, transients, patients, and prisoners, from 8 
percent to 7 percent. That effected a cut of approximately 10,000. 

In addition, in our plan we have 1 percent set aside for contin- 
gencies. That allows us flexibility in moving spaces, allocation of 
personnel from one activity to another, and also takes care of unfore- 
seen new activities. 

The total of that amounts to approximately 11,000 or a few hundred 
less. When you apply the 11.000 to the total, it reduces the total figure 
from 835,875 to about 825,000. That meant that we did not have so 
many recruits to get. 

In addition, we were going up; in other words, we were expanding, 
not only taking care of losses, but expanding from 817,000 to 835,000 
and that compounds it to some extent, so instead of having 11,000 
fewer men to get, we actually had to get 13,000 fewer recruits in 
training. That is anend figure. 

Mind you, we only got this news the end of October or November 


and we had put a great many recruits in to bring the Navy up to 
835,000. 
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In addition to finding out that we did not need so many recruits, 
we reduced recruit overhead by 1,825 people; those are the people 
training recruits. That gives a total of about 25,000 we could reduce 
just simply due to that percentage reduction in contingent and tran- 
sients, patients, and prisoners. 

After that was done, we took another look and found that with the 
reduced number of recruits we could not get properly qualified people 
for training for hospital corpsmen and for technical training of men 
in the aviation lines. That amounted to another 10,000. 

So we find that we get down to 800,000 merely by reducing the 
transients, patients, and prisoners 1 percent contingent by one-half 
of 1 percent and reduced training of recruits, as well as reduced air 
technical training and medical training. So, for the present, we are 
not hurt too badly. However, we will be hurt by not having those 
trained men when the fiscal year 1955 comes around, and our losses 
are very heavy. 

Mr. Scrivner. How in the world can you issue an edict, saying that 
you will have 1 percent fewer patients than you had had? 

Admiral Crommetin. How can we do what, sir? 

Mr. Scrivner. How can you issue an edict cutting your patient load 
from 8 percent to 7 percent? How are you going to keep that 1 per- 
cent from getting sick ? 

Admiral Crommerty. It was my understanding that that repre- 
sented a 5-year average, the 8 percent. I do not know how oe did it. 
I think probably they looked at the figures for the last 2 or 3 years and 
saw that it was not 8 percent, the refore they set it at 7 perc ent. 

Mr. Scrivner. Of course, we might assume that many of the pro- 
grams that we finance to increase the morale of the Nav y might have 
some result in that you would have a lesser number of men in the stock- 
ade and guardhouse, and so forth; and perhaps some new plans in 
the matter of handling and shipping these men might reduce the num- 
ber of men in the travel pipeline. But I still cannot see how you can 
say mandatorily that there are going to be fewer sick men. 

Admiral CroMMELIN. So far ‘this year we have been able to live with 
it at 7 percent. 

Admiral Hottoway. Mr. Chairman, may I ask Captain Cooper to 
speak to this? 

Captain Coorrer. Actually, the patient part of that is a very small 
part. The great majority of those people are transients, and that is 
where the reduction is made. There has been an appreciable number 
of transients reduced. 

Admiral Cromme tin. If you have fewer recruits, you have fewer 
people going to and from the recruiting and training stations. 

Mr. Scrivner. After I heard what was going on out in the Far East 
in connection with this manpower board, I assumed that there was go- 
ing to be somebody who would be able to tell me how many men they 
had out there who could be dispensed with or placed somewhere else. 
Has not anybody heard about that? 

Captain Coorrr. I have, sir. 

Mr. Scrivner. Did it do any good? 

Captain Cooper. As a matter of fact, we have streamlined our rota- 
tional procedures in Korea in all services, so that it reduces the tran- 
sient time materially. 
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Mr. Scrivner. What did that manpower survey out there disclose 

Captain Coorer. I am not sure that I follow you, sir. 

Mr. Scrivner. If you do not have it, please check up on it; because 
Iwas told that this group out there was making a survey, a study, 
and were going to find which places were overstaffed and overmanned, 
and so forth. 

Admiral CromMetin. You mean in the Navy, sir? 

Mr. Scrivner. Yes, sir. I hope you will find it by the time the 
1954 budget comes up here. 

Admiral Hottoway. We will find it, sir. I am sorry that I do not 
know anything about it at this time. 

Mr. Scrivner. My final comment is simply this. You made som 
reference to it, but it seems difficult to accept these figures as the) 
appear here for your combat pay. You ote only about 130 officers 
receiving it and approximately 1,100 enlisted men. Will you tell u 

briefly, for the record, how you determine what men in the Nayy 
receive combat. pay under the combat pay law? 

Lieutenant CHENEY. Those numbers that you are looking at repre 
sent man-years. That is the average number of people. It is mad 
up from the number of combat -asualties in Korea 

Mr. Scrivner. Perhaps I did not make my question clear. What 
are the requirements for a man to become eligible for combat pay 
in the Navy? 

Lieutenant Cuenry. They have to be members of a combat unit and 
be subjected to hostile fire for a period of 6 days out of each month. 

Mr. Scrivner. That is, hostile ground fire? 

Lieutenant Cuenry. Yes, sir, or any kind of fire. 

Mr. Scrivner. This has not happened as yet, but let us assume that 
we had some Red planes making a run over one of your carriers 01 
battleships or cruisers ; would the men subjected to that run qualify 
for combat pay / 

Captain Stickney. If it were only one run, or 1 days’ engagement 
it would mean nothing under the law. 

Mr. Scrivner. I ask the question in order to get the method « 
qualification on the record. 

Mr. OstErtac. Is that the $2 million item you are talking abou! 
or is that the $24 million for the Marines? 

Admiral Hotroway. That is the $2 million for the Navy. 

Mr. Scrivner. This is for the Navy only. 

Mr. Forp. What is the record as far as the handling of combat pay 
requests is concerned for the fiscal years 1951 and 1952? Are those 
being processed reasonably satisfactorily ? 

Lieutenant CHEney. We do not have anything detailed on it, sir. 
But what happened was that area commanders recommended the ships 
and units that could be designated as combat units and the days foi 
those prior years. Those ships and units and days have all just 
recently been published so probably there has not been very much of 
the 2 prior years paid. The current year has been more current as 
we went along. ; 

Mr. Forp. Are the men in the fiscal year 1953 being paid currently 
by the paymasters on the ships and shore stations? 

Lieutenant Cuenry. They are. 

Mr. Forp. On a monthly basis? 

Lieutenant CHENEY. Yes, sir. 
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Mr. Forp. As they qualify ? 

Lieutenant Cuenery. As soon as the qualifications are determined, 
then anyone may apply for it and receive it. 

Mr. Forp. We will say that a ship is in Korean waters and it is 
known on the ship as a matter of experience that they are in an area 
which qualifies them for this pay at the end of the month. Are they 
automatically paid or do they have to qualify or make a request for 
the amount due? 

Lieutenant Cueney. The area commander first has to determine 
that it was actually a combat unit during that period. That is pub 
lished and then the commanding officer of the unit determines who 
qualifies within the terms of that designation and he notifies the pay 
master. The paymaster pays the men as soon as the process is com- 
pleted. It is credited in their pay record. 

Mr. Forp. Do you have any idea what the time lag is! 

Lieutenant Cueney I should say people who qualify within one 
month are paid most likely in the next. 

Mr. Forp. Has the combat pay legislation been satisfactory as far 
as the Navy Department is concerned ¢ 

Captain Srickney. I do not think it has. 

Mr. Forp. In what way would you say it is undesirable 

Captain Srickney. I would like to have Captain C ooper speak to 
that. 

Captain Coorrr. Primarily our minesweepers are one of the best 
examples. We know that they are in mined waters and have been for 
quite a few days in a row, but unless they actually explode a mine with 
their sweeps that duty does not count. T hey are actually in hazardous 
waters, but unless one of their sweeps picks up and explodes a mine 
they do not get credit for being in combat duty, or having been sub- 
jected to combat for that particular day. Or they may be facing 
shore batteries, ships that are bombarding may be facing shore bat- 
teries and unless they are actually shot at and the shot lands close 
to that ship, it does not give them credit for being in combat or being 
subjected to combat in accordance with the interpretation of the law. 

Mr. Forpv. Has this been an administrative headache for the Navy 
“a tment? 

Captain Coorrr. Not nearly as much as we anticipated. We antici- 
pated it might be quite a headache, but actually it has worked pretty 
smoothly. 

Mr. Forv. The principal objection is the one of possible discrim- 
ination ? 

Captain Cooper. That is right, sir. 

Captain Stickney. It is difficult for Navy personnel to qualify for 
combat pay under the present regulations. 

Captain Coorrr. It is very difficult for a Navy ship to qualify for 
combat pay. ‘The only Navy people are the Hospital Corps men with 
the marines, unless their ship happens to be hit and some of them 
wounded. It only takes one wound to get it. Then he does not have 
to be 6 days in combat. 

Mr. Forp. If a Navy carrier is operating in Korea and enemy 
observation planes hover around the ship but never fire at it, that 
would not be considered combat? 

Captain Cooprr. It would not count. 
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Mr. Scrivner. And you have got some observers on shore ? 

Captain Cooper. We have some gunfire liaison teams; yes. 

Mr. Forp. So this $2 million, in effect, is primarily for corps men? 

Captain Coorer. Hospital Corps men. 

Mr. Forp. Who are with the Marine Corps? 

Captain Coorer. And people who have been wounded. The pilots 
do not get it; those drawing incentive pay for some other reason do 
not get it. 


EXTENSION OF ENLISTMENTS 


Mr. Forp. This is a general question. What is the present policy 
in reference to extension of enlistments ? 

Captain Cooper. We will have no more extensions after the 31st of 
July. 

Admiral Hotioway. Involuntary. 

Mr. Forp. No more involuntary enlistments ? 

Captain Cooper. We are phasing them down so that there will be 
no more after July 31, 1953. 

Mr. Forp. What is the reenlistment rate in the Navy ? 

Captain Cooper. That is very difficult to determine because of these 
involuntary enlistments. The extensions of enlistments—we do not 
have good figures on it, but my guess is that it is something of the 
order of 10 to 12 percent for the first one. After the first enlistment, 
which is the critical one—once a man reenlists, he stays in on an 
average of something like 75 percent—so the overall rate is about 40 
percent. But the thing that has us worried and does worry us is that 
we cannot get enough men who are finishing their first cruise to 
reenlist. 

Mr. Forp. You said it was over 40 percent. Is that higher or lower 
than your long-range average ? 

Captain Cooper. ‘It is a little bit higher than the long-range average. 
But right now we do not have very many people finishing their first 


cruise, because 4 years ago we had a very small input into the Navy. 
Mr. Forp. That is-all. 


OVERALL STRENGTH OF THE NAVY 


Mr. Ostertac. I have only one point, Mr. Chairman, and it is a 
general one. I think perhaps it ties right in with the last question that 
Mr. Ford raised. That is the picture in connection with your overall 
strength. I note that you plan a reduction in the overall or the end 
number of Nav y personnel to about 800,000; is that correct ? 

Captain Stickney. Yes, sir. 

Mr. Osrertrac. Does that mean that there will be practically no new 
enlistments ? 

Captain Stickney. Oh, not at all, sir. 

Mr. Ostrerrac. Granting that men reach the end of their tenure and 
are discharged, will not that reduce the rate of enlistments? 

Admiral Hotioway. It has reduced the rate of enlistment; that is 
very true. 

Mr. Osrerrac. As to your officer personnel figures, are they in line 
with the total overall strength which you intend to maintain from here 
on? I see that you plan to reduce the number from 86,950 to 84,100. 
That amounts to nearly 3,000. 
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Admiral Hottoway. I would like Admiral Crommelin to speak to 
that. 

Admiral Crommetin. Off the record, please. 

Mr. Forp. Is it easier to recruit prospective pilots from within the 
ranks of the officer personnel than from outside sources / 

Admiral Hottoway. It is another source, Mr. Ford. I think prob- 
ably that would be a more objective way to put it. It is an additional 
source to recruit from within the existing officer strength. 

Mr. Forp. From those who have gone through your college-train- 
ing program who are subsequently commissioned ? 

Admiral Hotioway. Yes, sir. 

Mr. Forp. Who do not go in as aviation cadets? 

Admiral Hotitoway. Yes, sir. 

Mr. Osrertac. As I understand it, there is a net saving which is 
being transferred amounting to $23 million in connection with the 
reduction of personnel. 

Captain Stickney. There is a net saving of $54 million. 

Mr. Osrertac. I was looking at the $236 million item. 

Captain Stickney. The net saving is $54,994,264. The $236 mil- 
lion is the additional cost of these 4 particular pieces of legislation. 

Mr. Ostertac. That is all, Mr. Chairman. 

Mr. Hruska. What is considered by the Navy a desirable percentage 
of officers out of the entire strength of officers and enlisted ? 

Admiral Hottoway. We have a figure for that established basi- 
cally by the 1947 Persaonnel Act. May I ask Captain Cooper to give 
that percentage? It is around 10 percent. 

Captain Coorrr. It is slightly over 10 percent, sir. Seven percent 
is the figure for officers of unrestricted line; including officers of the 
various staff corps and engineering-duty categories, slightly over 10 
percent. 

Mr. Hruska. Are you giving me the statutory figure or the figure 
that is considered desirable by the Navy ‘ 

Admiral Hottoway. We consider the statutory figure desirable. 

Mr. Hruska. You consider it desirable ? 

Captain Coorrr. The only statutory figure is the 7 percent of un- 
restricted line officers. 

Mr. Hruska. Have you been adhering to that ? 

Captain Coorrr. Yes, sir. 

Mr. Hruska. Practically? 

Captain Coorer. Yes, sir. 

Mr. Hruska. It has not been in excess of that; has it been under 
that ? 

Captain Cooper. We kept it pretty close to that. We would have 
to go back into the history to see. 

Admiral Hottoway. I think a good way to put it would be in con- 
sonance with. That language is used in the 1947 Personnel Act. We 
are very close to the percentage all the time; as a matter of fact, a little 
under. But I do not believe we go over the authorized percentage 
figures throughout the service. We find it very satisfactory. 

Mr. Sueprparp. This request is indicated as essential because of the 
Jaws under which this presentation is being made. So that if there 
are any errors, they would be errors of computation / 

Admiral Hotitoway. That is, I think, correct. 
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Mr. Suerrarp. Looking at page 2 of your statement, I find reflected 
in column 2 the savings that you were able to make. You indicate 
savings under Public Law 346 of $54,091,996. That has to do with 
increase in pay and allowances. 

Under Public Law 476, uniform allowances, you indicate savings 
of $902,250. That makes a total of $54,994,246. 

The next category is transfers, and you reflect there a transfer of 
$41,443,000. That leaves a differential, between the $54 million and 
the $41 million of $13,551,264. 

What has happened to that differential ? 

Captain Sricknry. Mr. Sheppard, if I may, I think you have 
misinterpreted our table or perhaps we have not presented the table 
too clearly. The savings in column 2 were the generated savings 
in the entire appropriation, that total being $54,994,246. The items 
in the first two lines of that column indicate to which public law 
these savings are to be applied. 

Mr. Suepparp. But not taken from? 

Captain Stickney. But not taken from. 

Mr. Sueprarp. That explains that aspect of it, but it still leaves, 
in my mind, the question of the difference between the $54 million 
plus and the $41 million plus or $13 million plus. And my question 
is, What has happened to that differential? Where has it been 
applied? 

Lieutenant Cuenry. The savings of $54 million is the savings in 
this particular appropriation. The $41-million transfer represents 
savings in other appropriations both of which have been applied to 
the $236 million leaving a net supplemental of $140 million. 

Mr. Sueprarp. Then this difference of $13 million-plus has been 
allocated to other uses; is that correct ? 

Admiral Hottoway. If I am not mistaken, the $54 million and 
the $41 million are subtracted from the $236 million. 

Captain Stickney. That is right. 

Admiral Hotitoway. To get the $140 million. 

Mr. Suepparp. I see. 

Admiral Hotitoway. There is no significance to a difference be- 
tween the $41 million and the $54 million. 

Mr. Snerparp. When you explain it that way, it is understand- 
able, but if one just looks at those columns and takes the figures 
literally, I am inclined to believe that the conclusion would be that 
there was a difference in interpretation to be placed upon them. 

Admiral Hotxoway. I agree with you, sir. It is the sum that is 
significant rather than the difference. 

Mr. Surrparp. There is one other item I would like to explore. I 
am addressing this specifically to the Navy although it has universal 
application to the military services. A very large amount of Wherry 
housing has been constructed for the use of military personnel. I 
understand that to be a privately operated function, but I would like 
to know, do you contribute to it by any expenditures even in minor 
degree, through the application of personnel who work on these 
problems? 

All of the military branches and particularly the Navy have been 
very adamant in their position about the reduction of those rentals 
to the point of comparing with rental allowances that have been 
made available by acts of Congress. There has been a very strong 
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application of that kind of thinking upon the part of the military 
forces. 

As to a major portion of the Wherry houses that have come into 
being, the rentals for those were based on the old Rental Allowance 
Act, at least as to the major portion of them. In fact, so far as I know 
at the moment, I think I am safe in saying that all of them have been 
as of now. 

Now we come along with the 14-percent increase in quarters al- 
lowances within that category. What is going to happen to the 
monetary difference that prevails between the already existing func- 
tions under the Wherry Housing Act and this increased difference? 
Where will it be applied ? 

Admiral Hottoway. Do you mean in the case of those living in 
Wherry houses ? 

Mr, Suerparp. Yes. 

Admiral Ciexron. If a man lives in Wherry housing he receives 
his rental allowance from this appropriation and then he pays the 
rent for the Wherry housing. 

If he lives in public quarters, and we have many of those too, 
he loses his rente a aloek ance. In the appropriation “Military per- 
sonnel, Navy,” they have taken that into account and estimated the 
number of people who will be in Wherry houses whose pay will in- 
clude allowances for quarters, and the number in public quarters will 
have the allowance deducted. 

Mr. Suepparp. In other words, when, what you are actually doing 
to absorb that differential, if I interpret your statement correctly, is 
offsetting the allowance of one against the other, and determining 
the factor of that line of demarcation between that of on the post, 
or in the public housing, against that of the rent allowance to those 
who are not in Government houses as such ? 

Admiral Ciexron. I am sure that would be the only way that the 
Bureau of Personnel could calculate their allowances under the act. 

Lieutenant Curenry. We calculate all those who would be entitled 
to it if they were not in Government quarters, which does not in- 
clude Wherry housing. We deduct the public quarters, and this 
figure we have in here represents the balance. Anybody who is in 
Wherry houses would receive his quarters allowance like anyone who 
owned a house out in town. 

Mr. Suepparp. That is the point. In other words, if information 
that has been supplied me is correct, X individual in the Navy is liv- 
ing in a Wherry house, hypothetically, and it costs him $50 per month 
to live in that house. Now, that allowance is a computation of his 
rental, which is permitted to him under the existing allowance act. 
Now we come along with an increase, and you tell me that you are 
going to balance the increase to that individual as against that which 
is in public housing. How are you going to do that ? 

Lieutenant Cuenry. If the allowance has been increased as it has 
for all military personnel, 14 percent on quarter allowances, he will 
receive that money, and if his rent has not gone up proportionately 
he would be ahead. 

Mr. Suerparp. Just a minute. Under the Wherry Act your rent 
cannot go up. It is impossible. You have no increases in rental once 
they are established because they are amortized by the FHA upon 
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the premise that those rental allowances over a period of years will pay 
off the project, so your rental allowance, as I see it at the moment, is 
not a shifting balance as between public housing and Wherry housing, 
but it is going to be participated in by your literal personnel to the 
increase of 14 percent, and if he has only been charged with 12 per 
cent, the difference between 12 percent and 14 percent is going is be 
some place. Where is it going to be? 

Captain Stickney. It is going to be his gain. 

Mr. Suepparp. Then if we take that 14 percent, as it were—and 
again I am going to the Wherry aspect of it, because the increase is 
there—it actually means that those individuals are going to get an 
18-percent increase in the total application of the money involved in 
the law; is that right or wrong? 

Captain SricknrEy. What you have said is correct. 

Mr. Sueprarp. The reason that I am bringing this subject up is 
that we are going to have to answer it on the floor of the House. That 
question has already been asked me by three different Members of 
Congress. What I am trying to do is to establish the facts of the 
conditions that prevail so we can intelligently respond to them when 
we get on the floor of the House. 

Admiral Ciexton. That program, as you know, comes under the 
Bureau of Yards and Docks, and we do have a considerable amount 
of rental housing—not Wherry—and we have raised the rent during 
the past 2 or 3 years. 

Mr. Suerparp. You have raised the rent on the rental quarters 
within your jurisdiction subject to rental, but you have not raised 
the rent on the Wherry housing because the law prohibits you from 
doing that. 

Admiral Crexron. That is correct; but we have very few Wherry 
houses, but a great many rental houses which were built under pre- 
vious acts. The rents have been raised to the point where our people 
are getting out of them. They do not see the value of that particular 
house and they feel by going to some other landlord they get a better 
type of house for their money. 

Mr. Suerparp. I think there is no question about your statement 
being absolutely authentic. It is being done at several places that I 
know of personally; but, getting back to the basic question, you either 
have to have a blanket law of application here, or you have to have 
unit segregation of appropriations; is that not right? 

Admiral Ciexron. That is correct. The man is doing what you 
say, and he has in fact received an increase in pay. 

Admiral Hotioway. He has in effect an increase in pay. The 
Wherry housing, as you know, is just as though he went out into town 
and took private housing. If he wants to economize, he has just that 
much more in his pocket. 

Mr. Sueppar. I am directing this question to Admiral Clexton. 

If you were to go into the accuracy of the segregation of funds 
within the category that I have just discussed here, would or would 
not the costs that would be added to be more, or approximately offset 
the difference that is involved here? 

Admiral Ciexton. I would like to get the answer to that from 
Admiral Jelley, in the Bureau of Yards and Docks, who has charge 
of a entire Wherry and other housing, of which we have a great 
number. 
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Mr. Suepparp. Will you insert the information in the record at this 
point 

Admiral Ciexton. Yes. 

(The information requested is as follows :) 


The total amount involved for all naval personnel occupying Wherry housing 
is obtainable only by a survey of each project since records of the occupancy 
by rank are kept only at the local office of the respective project. In general, 
rentals of Wherry housing reflect the going local rate for comparable units, in 
addition to which the occupant must pay for all utilities and must provide furni- 
ture and furnishings. Further, accommodations provided by Wherry housing 
are not considered equivalent to or acceptable as public quarters. Thus, value 
received by the service personnel occupant of Wherry housing for his rental 
dollar cannot be considered equivalent to that provided by quarters and to which 
he is entitled even though, in most instances, his outlay for rent and utilities, 
exclusive of furniture and furnishings, is practically equal to his rental allowance. 

As an example, the Wherry housing project at the Naval Training Station 
at Great Lakes, Ill, consisting of 760 units was planned for the following 
occupancy: 24 lieutenant commanders, 72 lieutenants, 72 lieutenants (junior 
grade), 72 ensigns, 520 grades E5, E6, and E7. 

The lieutenant commanders now receive $119.70 per month rental allowance 
and pay an average monthly rental of $110, the lieutenants now receive $102.60 
per month rental allowance and pay an average monthly rental of $100.63, the 
lieutenants (junior grade) receive $94.20 and pay an average of $90.86, the 
ensigns receive $85.80 and pay an average of $82.02, the Grade E5, £6, and E7 
with two or less dependents receive $77.10 and pay an average of $67.10 and those 
with three or more dependents receive $96.90 and pay an average of $81.90. As 
pointed out above these personnel must provide their own furniture and fur- 
nishings, which, if rented, will result in their housing costs exceeding their 
rental allowance. 


Mr. SrKkes. May I ask whether this request for funds has been 
cleared by the new Director of the Bureau of the Budget / 


Admiral Ciexron. Yes, as far as I know. 

Mr. Sixes. Note that I said the “new Director.” 

Admiral Ciexton. I would say not, because this budget communi- 
cation No. 62 was sent up on the 10th of January. 

Mr. Sikes. I realize you probably have not had time, but is it 
planned to have some evidence before us that the new Director of the 
Bureau of the Budget approves this request for funds? 

Admiral Ciexton. I had not planned to do anything about it. 

General Moore. I was advised by the Office of the Secretary of 
Defense that representatives of the Bureau of the Budget had ap- 
proved our proposal to use prior-year funds to partially finance this 
estimate. That is not directly responsive to your inquiry, and I have 
not been advised they have specifically approved the additional 
requirements contained in this budget. 

Mr. Stxes. Mr. Chairman, do you not think it would be helpful 
to the committee if this request were submitted to the new Director 
of the Bureau of the Budget ? 

Mr. Wicctesworru. I think we might ascertain their position. I 
do not know just what shape they are in, in view of the directive that 
has recently been called for. 

Mr. Forp. In the $41 million that was recommended for transfer, 
roughly you indicated that the Reserve program would sustain a $6 
million reduction; Medical C orps, $9 million; civil engineering, $17 
million; and ordnance and facilities, $7 million. 

What percentage of the Reserve program budget is $6 million? 

Admiral CLexton. $6 million is about one-tenth of the program, 
and the reason that money is available is the program has not pro- 
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gressed at the planned strength and therefore money is available f 
transfer. 

The same thing is true of the Medical Corps. The Navy has in t] 
past 2 years been more healthy and therefore we have fewer people 
in the hospitals, and as a result of that we have $9 million in the fisca 
year 1953 which we can apply now to this military personnel pay. 

Mr. Forp. Does that reflect itself in a reduction of the number of 
doctors and nurses who have been recalled to active duty? 

Admiral Hottoway. In my opinion, no; because we have never, t: 
my knowledge, in the fleet-—and I have just come back from a 21, 
year command in the Atlantic Fleet—had an adequacy of doctors, 
particularly senior doctors. We are carrying youngsters, junior lieu 
tenant surgeons, now in the fleet, whereas we used to have many more 
senior doctors. So from my experience—and I can confirm it with 
numbers later on for the record—I do not believe that is reflected 
in a reduction in the recall of medical officers. 

Mr. Forp. Is that $9 million revision about 10 percent? 

Admiral Ciexton. Less than 10 percent. A part of the $9 millio: 
saving is in procurement of medical supplies. 

Mr. Forp. What percent of the $17 million is the total civil engineer- 
ing budget ? 

Admiral Ciextron. That is about 15 percent, I believe. The reason 
for that transfer and availability of funds is there was a delay in one 
of the procurement programs under that appropriation, and that made 
the money available this year 

Mr. Forp. In reality it is not a savings, then; it is just a post- 
ponement ? 

Admiral Ciextron. I would say it is a 10-percent savings and a 90- 
percent postponement. 

Mr. Forp. For ordnance and facilities, a $7 million transfer is 
what percent of the overall ordnance facilities budget ? 

Admiral Ciexton. About 1 percent. In that case we again have a 
condition wherein we are not ready to go ahead with a particular con- 
tract for a missile, and therefore the money is not needed this year, 
and we are prepared to transfer. 
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Muurary PrersonNNEL, MARINE Corps 
WITNESSES 


MAJ. GEN. WILLIAM P. T. HILL, QUARTERMASTER GENERAL, 
MARINE CORPS 

BRIG. GEN. NELS H. NELSON, ASSISTANT CHIEF OF STAFF, G-1 

COL. DAVID M. SHOUP, ASSISTANT FISCAL DIRECTOR 

MAJ. CLIFFORD FAIRBAIRN, HEAD, ESTIMATE SECTION, DISBURS- 
ING BRANCH, SUPPLY DEPARTMENT 

ELMER L. HABERKORN, SPECIAL ASSISTANT TO THE QUARTER- 
MASTER GENERAL 

LT. COL. DONALD W. SHERMAN, HEAD, PERSONNEL PLANS AND 
POLICIES BRANCH, G-—1 

REAR ADM. EDWARD W. CLEXTON, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 

BRIG. GEN. ROBERT S. MOORE, OFFICE OF THE SECRETARY OF 
DEFENSE 


Mr. Wiccieswortu. Gentlemen, the Marine Corps is before us with 
a request for additional funds in the amount of $63,000,000, which 
seems to represent increases under 3 of the laws which we have been 
discussing, aggregating $91,382,000, less savings and transfers aggre- 
gating $28,382,000. 

The breakdown presented seems to be right along the line of the 

. ® ao Xy 5 ry . 

breakdown we had this morning from the Navy Department. This 
appears under tab 2 of the justifications. 

General Hill, have you any overall statement to make? 


General Hu. No, sir; only as appears on pages 1 and 2, sir. 

Mr. WiceirswortH. Will you comment briefly on the items 
involved ¢ 

General Hitz. This is the appropriation for “Military personnel, 
Marine Corps.” 


GENERAL STATEMENT 
DE OO is nssnec tne iin ines saa aia en aenaininisca $616, 884, 000 
Revised estimate 692, 884, 000 


DU Ol snetrn dn sth ee seed sie dae teens, ph ead +76, 000, 000 


The estimates for this appropriation as submitted to Congress were based on 
“no hostilities” in 1953 and on laws then in effect. However, subsequent to the 
submission of the estimates, there was enacted the following legislation affecting 
the estimates for which no direct appropriations were made: 

(a) Publie Law 346 (82d Cong.), approved May 19, 1952, prescribed 

a 4 percent increase in basic pay rates, a 14 percent increase 

in basic allowances for quarters, and a 14 percent increase 

in certain basic allowances for subsistence, effective May 1, 

TEEEe °, CURR OE, OO SM 8 ke eceesemmacummercs Gath, Gu, VOD 
(b) Public Law 488 (82d Cong.), approved July 10, 1952, prescribed 

combat duty pay at the rate of $45 per month for certain per- 

sonnel on active duty after May 31, 1950; estimated gross cost. 24, 276, 000 
(c) Public Law 550 (82d Cong.), approved July 16, 1952, prescribed 

mustering-out pay at the rate of $100, $200, or $300 for mem- 

bers separated from active service after June 27, 1950: esti- 

mated gross cost_____---- might EEE MRED. ME bbe se Asie ie ap al 42, 153, 000 


Total gross cost of new legislation =. 91,082,000 
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Increased costs which result from this new legislation are partially offset by a 
reduction in the planned average number of personnel to be on active duty 
‘These changes are summarized as follows: 


Presently available Revised estimate | Differences 


Begin End | Average| Begin End | Average| Begin | End_ |Averag: 
| | 

7 

.---| 20,389 21, 024 20, 504 16,402 | 21,024 | 18,214 | —3, 987 |__- i 

=| 214,931 | 222,706 | 216,767 | 215,554 | 225,330 | 215,884 | +623 | +2, 624 


Jee biel ie al ’ . ae 
Total... .- .-| 235, 320 | 243,730 | 237,271 | 231,956 | 246,354 | 234, 098 | —3, 364 | +2,624 | —3, 17 


Personnel program changes generate net savings of $15,382,000 which are used 
to partially offset the pay increases. Savings in other Department of the Navy 
appropriations in the amount of $13 million are proposed for transfer to provide 
further offset against the additional cost of new legislation. 

The following table presents a recapitulation of additional costs of new legis- 
lation and offsetting funds applied thereto: 


Net suppk 


Cos | Savings | Transfers 
ost avings | Transfer mental 


Public Law 346, increase in pay and allowances. -- |$24, 953, 000 |$15, 382,000 | $9, 571, 000 | - 
Public Law 488, combat pay | 24, 276, 000 0 | 3,429,000 | $20, 847, 000 
Publie Law 550, mustering-out pay ‘ | 42, 153, 000 0 0 | 42,153, 000 


Total. -_. ce cccdvannesnengescsone=oae] Up empUee tT ae aan, oan | 13, 000, 000 | 63, 000, 000 


' 


The revised estimates incorporate the revised personnel program numbers, 
current cost factors, together with new factors introduced by the above legis- 
lation. 

Mr. Wiceiteswortu. Of the $616,884,000 made available in the reg- 
ular bill, how much was obligated and how much was actually ex- 
pended as of December 31 ? 

Admiral Ciexron. $344,165,174 was obligated on the 31st of De- 
cember, and $297,050,576 was expended as of that date. 

Mr. Wicetesworru. From what sources do these contemplated 
savings come, General ? 

Admiral CLexton. The sources of savings are in the appropriation, 
“Military personnel, Marine Corps.” 

General Hix. The sources of savings are in the regular “Military 
personnel, Marine Corps,” sir. 

Mr. Wiceteswortnu. That is the direct result of the reduction in 
force you have indicated ? 

General Hinz. Yes, sir. From the tables I read above, sir. 

Mr. Wiceieswortu. How about the transfers? 

Admiral Ciexron. The transfers come from the appropriation 
“Military personnel, Marine Corps Reserve,” 1953, $6 million; and 
the appropriation, “Marine Corps troops and facilities,” 1953, $7 
million. It is a total of $13 million. 

Mr. Wiccieswortn. What is the explanation of the availability of 
those funds? 

Admiral Ciexron. They are somewhat similar to the programs 
covered in the statement this morning, Mr. Chairman, in that the 
Marine Corps Reserve program has not progressed at the rate we 
had all hoped it would. Therefore there are funds available in that 
appropriation to go og this appropriation. 

Mr. Sueprarp. May I interject saintllas there? 
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Mr. Wiccieswortu. Yes, 

Mr. Sueprarp. You say they have not progressed. You do not 
mean they have not progressed, but you mean that the intake has not 
been what you had anticipated ; is that not correct ? 

Admiral Ciexron. We are unable to meet the increased personnel 
plan which we had projected, and, therefore, there is money for their 
drill pay available. 

Mr. Sueprarp. That is due to intake of bodies? 

Admiral Ciexton. That is correct. 

Mr. WiceieswortH. Is that answer applicable to the transfer from 
the Marine personnel reserve, or from the troops and facilities, or 
both ¢ 

Admiral CLiexton. No, sir; that is a deferment of a program which 
is not ready for procurement at this time. 

Mr. Wiactesworrn. Which is that? 

Admiral Ciexton. The Marine Corps troops and facilities. 

Mr. Wiceieswortu. I take it that as in the case of the Navy as a 
matter of law any and all funds are susceptible to transfer to meet 
these increases. These are what you can see in sight at the moment 
which can be used for that purpose 4 

Admiral Ciexton. That is correct. As you know, the Navy pro- 
gram for the last 3 years has been a level one. We do not have any 
large increases or decreases where, failing to meet those, you develop 
large money savings. We have not had that type of program. There- 
fore, we do not have large sums of money that we can use for this or 
any other purpose. 

Mr. Wieciesworrn. You show a reduction of 2,290 in the com- 
missioned-oflicer strength and 883 in the enlisted personnel. What is 
the explanation for those decreases 

Colonel Siuraman. Mr. Chairman, that is a reduction in the average 
strength. Our end strengths are still planned to be the same; or ac- 
tually a little higher for the enlisted due to the authorization for a 
combat personnel pipeline. The officer strength slipped in fiscal year 
1952 due to release of Reserve officers and an offic er-procurement slip- 
page during that fiscal year, so our begin strength in the revised esti- 
mate is roughly 4,000 lower than those in “Presently available” 
column. 

You see on page 2, Mr. Chairman, the revised estimate of the begin 
strength in officers, which is down to 16,402 in the center column. Pre- 
viously we had hoped to meet our end 1952 strength, and thus our 
begin 1953 strength, of 20,389. However, in fiscal year 1952, due 
mainly to our Reserve officer release program, we did not meet that 
goal. 

Mr. Wiceieswortn. What is the actual present strength, both for 
commissioned officers and enlisted men, as of the most recent date you 
have it? 

General Hiix. 18,246 officers and 216,171 enlisted men, or a total 
of 234,417 as of the 31st of January 1953, estimated. 

Mr. Wicctesworrn. What is the last actual figure? Is that the 
preceding month? 

Colonel Suerman. No, sir. The latest actuals are November 30. 

Mr. Wiecteswortu. November 30? 


29310—_53——_39 
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Colonel Suerman. Yes, sir. Those are 18,011 commissioned officers 
and 213,280 enlisted marines for a total of 231,291. 

Mr. Scrivner. That indicates, then, you will have a buildup of 
strength between now and the end of the fiscal year. If that is your 
actual figure, 18,246, you are going to have to get 3,000 more officers 
and about 9,000 more enlisted men between now and the Ist of July? 

Major Farrpairn. That is right, sir. 

Mr. Scrivner. Then will you anticipate carrying on into 1954 by 
adopting the end strength of 1953? 

General Hi. That is right, sir. We go up, sir, for a pipeline. 

Mr. Wiccieswortu. In your computation of combat pay I notice 
that both in terms of officers and in terms of enlisted men you antici- 
pate a substantial increase as compared with those drawing the pay 
in fiscal year 1952. 

Major Farrparrn. That is right, sir. 

Mr. Wiceteswortu. What are the figures on that? Do you have 
the first 6 months on that? 

Major Farrsarirn. No, I do not have the complete figures, sir. 

Mr. WiacieswortH. What are these figures based on ? 

Major Farrparrn. For the last fiscal year it is based on the deter- 
minations of the months that Marine Corps personnel were entitled to 
combat duty pay under the law. 

Mr. Wiacieswortn. You mean for fiscal year 1952? 

Major Farrpairn. For 1952; yes, sir. 

Mr. Wiaeieswortu. Those are actual figures by now, are they not? 

Major Farrnarrn. As determined. However, just as a for instance, 
sir, there has just been a decision by the Comptroller General which 
affects it all the way back into 1950. That is, that frostbite cases are 
considered combat injury for payment of combat duty pay during 
the 3 months of hospitalization. That came out after this estimate 

yas submitted. 

Mr. WiccieswortH. That does not affect these figures, though. 

Major Farrsatrn. Yes, sir, that could, because there are additional 
obligations back in fiscal year 1951. 

Mr. Wiceieswogtn. I am talking about 1953 as compared with 
1952. 

Major Farrparrn. 1952 is actual, just about 100 percent, sir. In 
1953 we have incorporated the actual for about 5 months in this esti- 
mate, when prepared. 

Mr. Wicc6LeswortH. What are those figures? Have you got the 
figures for the first 5 months? 

Major Farrrarrn. I have the average for that time, sir. It was 
about 13,000 enlisted men per month. 

Mr. Wiceteswortu. How many officers? 

Major Farrearrn. Approximately 600 officers, sir. During that pe- 
riod they have been entitled to combat-duty pay every month. How- 
ever, in 1952 there were some months that very few people qualified 
by reason of being subjected to hostile fire for the full 6 days. 

Mr. Wiccieswortu. Well, you actually averaged about 13,000 en- 
listed men for 5 months. This estimate seems to be based on almost 
14,000 for 12 months. 

Major Farrparrn. Mr, Chairman, I did not give you a complete 
answer. I am sorry. That was 13,000 actually on duty in the divi- 
sion. The people who have been wounded and transferred out of the 
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division and entitled to combat-duty pay for 3 months of hospitaliza- 
tion are in excess of that 13,000 average. 

Mr. WiaeieswortH. Are they included in this 1953 figure? 

Major Farrparrn. Yes, sir. 

Mr. Wiceceieswortu. How many would that run for the first 5 
months? . 

Major Farrnaren. That ran an average of about. 1,000, 

Mr. WiceieswortH. In other words, you are telling the cnsitidatine 
that figure for enlisted personnel for 1953 is about the ave rage of the 
first 5 months of this fiscal year ¢ 

Major Farrsarrn. That is right, sir. That is based on the expected 
use of the troops. 

Mr. Wicertrswortu. At the bottom of page 4 there is an item for 
combat-duty pay added to the death gratuities. There is a substan- 
tial increase in 1953 under the enlisted personnel as compared with 
fiscal year 1952. 

Major Farrsatrn. That is a projection forward, sir, based on the 
expected deaths in combat, or dying of wounds, based on the first 
5 months. 

Mr. WiaciteswortH. Why is that so much higher than in 1952? 

Major Farrsairn. 1952, sir, represents actual, a ver ry close . 
mation to actual, under the determinations, and the 1953 fiscal yea 
action has been much heavier wherein marines were involved, sir. 

We hope it is grossly overestimated. 

Mr. Wiccteswortu. Mr. Scrivner ? 

Mr. Scrivner. In other words, you were crediting your line through 
on this request for the future 7 months based on the first 5 months ‘of 
experience, which could be worse than what you anticipate? 

Major Farrearrn. Yes, sir. 

Mr. Scrivner. Or it might be better ? 

Major Farrsaren. Yes, sir. 

Mr. Scrivner. Depending entirely on the activity along the Korean 
front? 

M: ajor Farreairn. That is right, sir. 

Mr. Scrivner. But your entire presentation here, as has been the 

‘ase with the other services, merely reflects the fact that after the 
cuieaiation had been made to the committee in Congress for your 
regular 1953 appropriation there were 4 laws passed which called for 
greater expenditures, so that it is a matter of mathematics, taking the 
number of men affected times the amount of money involved, to bring 
you out to the total, which you have told us is $91,382,000 additional. 

Major Farmrarrn. Right, sir. 

Mr. Scrivner. And against that you have found that due to the 
fact that your strength will not be as great as had been anticipated 
there will be $13 million, and that you will not be called upon to spend 
that $13 million, which will be applied to the $91 million, and there 
were other funds which were due to changes in programs or delays 
in programs, which make it possible to add that much credit, leaving a 
net request for new money to fulfill the obligations brought about by 
the changes in the law of $63 million ? 

Major Farrnarrn. That is correct, sir. 
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Mr. Miter. I was interested in your figures about the hospitaliza- 
tion for combat. You say that runs about 1,000, with 13,000 enlisted 
personnel at the front. You have about 1,000 in the hospital from 
combat injuries ? 

Major Farrsarrn. That is man-months, sir. You see, the law pro- 
vides continuing combat pay for 3 months, so there is an accumula- 
tion there into the second and third months, sir, in that 1,000 man- 
months, being used up at all times, 

Mr. Mitter. But even so it would indicate you would have at any 
one time a pretty sizable casualty list. 

Major Farrpairn. Yes, sir. 

Mr. Miter. In other words, it looks as if the Marine front is pretty 
active these days. 

Major Farrparrn. It has been this year, sir. 

Mr. Mitxer. In order to be entitled to the combat pay do these 
nee cases have to be caused by enemy action ? 

Major Farrparrn. Yes, sir. 

Mr. Miter. It does not follow that a man goes in sick? 

Major Farrpairn. No, sir. 

Mr. Miturr. He has to be wounded by enemy action ? 

Major Farrsarrn. Wounded or injured in action, sir. That is the 
case I mentioned to the determination by the Comptroller General on 
January 16, which brought the frostbite cases into the category of 
injury in action. 

Mr. Mitier. But, for instance, on the normal diseases or the acci- 
dental injuries, they would not be included in that figure. 

Major Farrparrn. No, sir. 

Mr. Mrrier. If each one of them is hospitalized for only a month, 
it would mean 1 out of every 13 men would be in the hospital from 
enemy action or frostbite ? 

Major Farrparrn. No, sir. That thousand man-months is actually 
three times the number joining each month. 

Mr. Miter. They are not all hospitalized for as much as 3 months, 
I would imagine? 

Major Fatrsarrn. No, sir. 

Mr. Miuter. As I say, if the average were 1 month of hospitaliza- 
tion, that is a pretty high casualty rate in my book. 

Colonel Surman. I have the casualties for fiscal year 1953 to date 
for the marines in Korea. 

Mr. Miter. I do not know that this has too much to do with what 
we are talking about, but it is a matter of real interest to me. 

Colonel SHerman. We have had 6,022 total casualties during this 
first half of the fiscal year ; 699 total deaths. Six hundred and twenty- 
seven of those were killed in action and 72 of them died of wounds. 
There were a total of 5,223 wounded in action. 

Mr. Mitier. That is with an average strength of one division at the 
front; is that right? 

Colonel SuHerman. Yes, sir. Of course, we have the one aircraft 
wing, also. 

Mr. Miter. Yes. 

Colonel SHerman. The wounded figures are relatively large there. 

Mr. Miter. It looks like it is quite a police action, does it not? 
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Colonel SHerMan. Yes, sir. 

General Hitt. Yes, sir. 

Mr. Hruska. What is the percentage of the appropriation for Ma- 
rine Reserves saved as compared with the appropriations as a whole? 

Major Farrsarrn. That would be 6/16, sir. 

Mr. Hruska. What is the total appropriation for the Marine Re- 
serve ¢ 

Major Farrearrn. For the military-personnel appropriation it was 
$16,279,000, and we estimate a savings of $6 million. 

Mr. Hruska. In the case of the Marine Corps troops and facilities, 
what is the total appropriation ? 

Admiral Ciexton. The appropriation is $860 million. The saving 
there is $7 million. 

Mr. Hruska. Thank you. 

Mr. Suerrarp. I do not think I have any questions. This is essen- 
tially a repetition of the factors discussed this morning regarding the 
Navy item. All of it is mandatory. It is a matter of computation, 
largely. 

Off the record. 

(Discussion off the record.) 


Marine Corrs Troops AND FaAcILities 


Mr. Wiccieswortu. The next item is a request for a change in 
language, and appears under tab 3 of the justifications. 

The proposed change in language reads: 

The unexpended balance of the appropriation “Marine Corps troops and 
facilities, 1951,’ shall remain available during the fiscal year 1954 for liquida- 
tion of obligations incurred thereunder for procurement of ordnance and other 
military equipment. 


General Hill, are you going to tell us about that? 


GENERAL STATEMENT 


PROPOSED CHANGE IN LANGUAGE 


General Hr. The unexpended balance of the appropriation 
“Marine Corps troops and facilities, 1951” shall remain available dur- 
ing the fiscal year 1954 for liquidation of obligations incurred there- 
under for procurement of ordnance ammunition and other military 
equipment. 

REASON FOR CHANGE 


Large quantities of weapons, combat vehicles, spare parts, ammuni- 
tion, and other military items which were requisitioned from desig- 
nated central procuring agencies during fiscal year 1951 have not yet 
been delivered to the Marine Corps. Current production estimates for 
these undelivered items indicate that deliveries to the Marine Corps 
will be made during fiscal year 1954 and that payment from fiscal year 
1951 appropriated funds will be required at that time. 

Undelivered items are required to equip existing combat units. 

Mr. WiceieswortH. What is the amount of unexpended balance? 

General Hitz. Approximately $98 million, sir. 
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Mr. Wiecieswortu. Have you there a breakdown of what these 
items are and the cost per item ¢ 

General Hit. Yes, sir. 

Mr. WiccLeswortH. Is that it? 

General Hix. That is one list, sir [handing document to Chair 
man]. Here are the others | handing documents to Chairman]. 

Mr. Scrivner. While the Chairman is looking at those, what would 
happen if your proposed change is not adopted ¢ 

General Hiti. Well, sir, if the other single-service procurement 
agencies are treated the same as the commercial concerns when they 
furnish us something, and it is not paid for before the money lapses, 
I presume that it would go to the Comptroller General for payment, 
sir. 

Mr. Ostertac. From what funds? What funds would the Comp- 
troller General use to pay for it! 

Mr. ScrivNer. What is the answer to that, Admiral Clexton? 

Admiral Crexton. Well, this is a fairly complicated arrangement. 
The Marine Corps gave the order to the Army to procure this military 
equipment. 

Mr. Scrivner. That is right. 

Admiral CLexton. The Army has made a contract, let us say, with 
American Locomotive, to deliver this tank. If the language is not 
approved when the tank is delivered the Navy may not have money to 
pay for it. 

Mr. Scrivner. Asa matter of fact, would you not be in the position, 
if this is not done, that whatever remains of this presently reported 
$98 million would lapse? 

Admiral Ciexton. The funds would lapse on the 30th of June, 
1953, that is right. 

Mr. Scrivner. So in order to have the money to pay the procuring 
service, whether it is the Army or anybody else, for a tank or what- 
ever it may be, you would then have to come in in your 1954 appro- 
priation and request an amount equal to the lapsed figure so that you 
could pay the Army for the tank or whatever it was. Is that not 
what it boils down to? 

Admiral Ciexton. That is about it. We are going to need to have 
this money. 

Mr. Scrivner. You have ordered the tanks. The Army is buying 
them. You have to pay the Army so they can pay the manufacturer ? 

Admiral Ciextron. That is right. 

To give you an example in connection with the Army’s appropria- 
tion on this very same type of item, in the 1952 Appropriation Act, 
the Congress reviewed the money that the Army had received in 
1951 and 1952, and in Publie Law 488 the Congress added all balances 
together into their procurement and production appropriation and 
said: “That will remain available until expended.” In our appro- 
priation for the same material, similar action was not taken and 
hence we need the language now. 

Mr. Scrivner. In other words, you are merely asking here that the 
Marine procurement money be afforded the same treatment that the 
Army procurement money was given in the 1953 bill ? 

Admiral Ciexton. We are asking for 1 additional year for ex- 
penditure because we are sure we need that. I am not so sure that 
next year we will not be in for the fifth year. In buying the identical 
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equipment for themselves, you have given the Army authority until 
the money is expended. 

Mr. Forp. Is this equipment still to be delivered ¢ 

Admiral CLexron. Yes, sir; still to be delivered. 

Mr. Mitter. How much of the $98 million is obligated 4 

Admiral Criexron. It is all obligated. 

Mr. Miter. All of it? 

General Hix. Yes, sir. 

Mr. Murer. The whole sum is obligated 4 

General Hi. Yes, sir. 

Mr. Scrivner. This is the cheapest, simplest, and most direct method 
of doing it, which involves the least manpower and the least book- 
keeping. Do you want to speak to that, General Moore, on behalf of 
the Secretary of Defense? 

General Moore. Yes, sir. I think the method proposed is the most 
expeditious, economical, and satisfactory method of handling this 
transaction. It has been resorted to on numerous occasions in the 
past. 

I might also add that in the annual appropriations, which are avail- 
able for obligation in only the year for which they are made and 
which are available for 2 subsequent years for expenditure, in those 
cases, if delivery is made later and the money reverts to the general 
fund of the Treasury, then a claim is made to the Comptroller Gen- 
eral and settled out of appropriations, the unexpended balances, 
which are sufficient to cover the cost. Although they have reverted, 
it is a legal obligation. 

Now, that device was changed somewhat by making available to 
the Comptroller General a fund for him to settle claims legally obli- 
gated out of lapsed appropriations. That procedure gets him into the 
picture for an examination which is unnecessary, and. puts the burden 
on him in cases of this character, which would require expenditures 
over and above the method here proposed. 

Mr. WiaeLteswortH. In other words, these funds would, in fact, 
revert to the surplus certified-claims fund and would be payable out 
of that fund insofar as adequate on certification by the Comptroller 
General ? 

General Moore. That is my understanding. 

Mr. Miter. General, I have not looked at the lists of these items, 
but it was implied that some of them are tanks. How did it come about 
in the first place that they were put on an annual payment when pre- 
sumably it was known they would not be delivered within the year? 
Was it not? Why it is that this money is on an annual basis when so 
much other money is not ¢ 

General Moore. I think in this small field for the Marine Corps it 
was an oversight, because it was foreseen in the major procurement 
appropriations, and the Congress provided in the major procurement 
appropriations for this contingency. 

Mr. Minter. It would be wise in the future, if possible, to have items 
of this sort carried that way; would it not? 

General Moorr. Absolutely. That has been recognized by the 
Congress. 

Mr. Miter. I was just wondering why it was not done in this case, 
if they are tanks. Are there any short-time procurement items in this? 





614 


Admiral Ciexton. No, sir. They will have taken more than 3 years 
to get all of them. 


Mr. Miuter. More than 3 years ? 

Admiral CLexton. Yes, sir. 

Mr. Hruska. Will any portion of them be delivered before July 1, 
for example? 

Admiral Ciexton. Some of them are being delivered right now. 
This is the estimate of the part which will not be delivered until after 
July 1, 1953. 

Mr. Hruska. Which will not be delivered ? 

Admiral Ciexton. Yes. 

Mr. Forp. Is this equipment which is fully usable in the field ? 

Admiral Crexton. It is new and modern. 

Mr. Forp. Despite the long delay in delivery? 

Admiral Ciexton. Yes, sir. 

Mr. Miter. It has probably been changed and rechanged ? 

Admiral Ciexron. It is the identical tank which the Marines are 
receiving now and which the Army is receiving. It is the M—48 tank. 

Mr. Oster RTAG. You are referring to the $98 million which you have 
on hand. In other words, you have it already ? 

Admiral Ciexron. The Army has it on contract. 

Mr. Miter. But it will lapse at the end of the year? 

Mr. Osterrac. That is what I mean. It will lapse at the end of 
this current fiscal year. 

Admiral Ciexton. That is right. 

Mr. Osrerrac. And this language would permit that amount to be 
carried over for payments ? 

Admiral Crexton. For 1 year; yes, sir. 

Mr. Ostertac. For 1 year more? 

Admiral CLexron. Yes, sir. 

Mr. WiceteswortH. General Hill has handed me a one-sheet sum- 
mary of the items in terms of ordnance, motor transport, and elec- 
tronics, which aggregate almost $190 million. I assume that the dif- 
ference between that figure and the $98 million you gave us repre- 
sents the items that have been already delivered. 

General Hitz. Or are anticipated for delivery prior to June 30, 
1953. 

Mr. Wiceitesworrn. Could you furnish the clerk with a statement 
similar to this which would show the items which you do not expect 
to be delivered by June 30 of this year? 

General Hi. Yes, sir. 

(The information was supplied to the committee.) 


NECESSITY FOR ACTION 


Mr. WiceLeswortH. What can you say as to the necessity for action 
by the committee at this time rather than subsequently before the end 
of the fiscal year? This is really with respect to a contemplated ex- 
penditure in fiscal 1954, is it not ? 

General Hr. Some of it would be, sir. The reason for submis- 
sion to the committee at this time, sir, is that the money must be 
obligated in the fiscal year for which appropriated. You have 2 
years later for that expenditure. 
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Now, we could not state exactly how much would be actually ex- 
pended on the list which I handed to the chairman. It might all be. 
But rather than rushing up here like we did last year, sir, when we 
asked for the $8,445,000 to be reappropriated for the ammunition, 
because it had not been obligated, we thought this was the best practice, 
sir, because the money is presently available. 

The list I gave you, sir, was $189 million. We might get deliveries 
of $180 million on that, leaving only the $9 million still to be paid for, 
but the total balance, the balance of the funds, would not change one 
bit, sir. 

Mr. Osrerrac. How can you tell whether it is going to be $98 million 
or something else? You do not know what the figure is going to be 
at the end of the fiscal year; do you? 

General Hirt. It is purely an estimate, sir. Neither can we tell 
that any one of these given items is going to cost that much, because 
there might be modifications, and that would make the price go up. 
Again, the price might come down. This is the best evidence available 
that we have at this time. 

Mr. Scrivner. The figure you are dealing with is obtained from the 
Army ? 

General Hix. Yes, sir. 

Mr. Mitzr. Why is the figure mentioned at all? Why would the 
language not apply to all of it, if you do need all of it? 

Mr. Scrivner. The language does. 

Mr. Osrertaa. It does. 

Mr. Mitter. The $98 million is merely an estimate? 

General Hx. That is right, sir. 

Mr. Osrertac. I should like to ask at this point: If you fail to 
have this language in the law at the end of the fiscal year, then this 
$98 million, or whatever the amount might be, would lapse and would 
have to be reappropriated in the next budget; is that right ? 

General Hix. That is correct, sir. It reverts to the Treasury on 
June 30. 

Mr. Osrerraa. It is kind of an escape from coming back for more 
money for this purpose? 

General Hix. It just extends it. 

Mr. Scrivner. It would not be reappropriated, because it would 
lapse. We would have to make it available either one way or another, 
either by action here or through the Comptroller. The bill has to 
be paid. 

Mr. Muuer. It has a tendency to make it appear twice in the figures, 
and make it look higher than it really is. 

Mr. Scrivner. If we do it any other way than this, on the surface 
at least it creates a terrific amount of paperwork. You have claims 
which must be filed and which must be substantiated before the GAO 
and all of that. The way it is, this is the least expensive way to do 
it, and is the best. 

Mr. Osrertac. It has already been appropriated; is that not true? 

Mr. Scrivner. Right. 

Mr. Osterrac. If they still need it, because they have contracts in- 
volved in these moneys, it has to be reappropriated. They have to 
obtain it from somewhere. 

Admiral Crexton. No. The General Accounting Office will have it 
in the reserve, and they will pay it out of there. But they are not 
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prepared to pay money of this magnitude. They are set up to pay 
small claims. This would be large. 

Mr. Mixxer. It still starts another set of books on the same item, 
and it is bound to be confusing. 

Mr. Wicetesworru. Are there any further questions? 

Mr. Sueprarp. Let me ask you this question, Admiral: This ap- 
pears to me as a very intriguing situation, because of what is involved 
here in the status of retardation in procurement. 

Navy vehicles, spare parts, ammunition, and so forth would be in- 
dicative to me, from what I recall of the previous testimony, of pretty 
definitely required units as those units are set forth here. What has 

‘aused this delay in this procurement, General Hill? Why are we 
not getting these things? Money has been appropriated. There 
has been ample time for the contractual procedure with the fabricators. 
What is the answer ? 

General Hixi. Mr. Sheppard, I will tell you to the best of my knowl- 
edge. The Marine Corps is not a single service procurement agency. 
Therefore, everything we get, as to the delays, we hope are the truth. 
We will find here that many of the required items are new items. 
First they put out a blueprint for them. When they put them to- 
gether, they do not function like the blueprint said they would func- 
tion. Then they must be tested. The man who designed them prob- 
ably did not know all about the design for the purpose for which 
they were to be placed. Before they are put in quantity production 
they are tested. A lot of times they have to have modifications put 
on them to make them work. 

Might I go off the record, sir? 

Mr. Wiceresworrn. Certainly. 

(Discussion off the record.) 

Mr. Suerparp. You have given us a good explanation of the me- 
chanics, but my main interest is in the fact that there is a considerable 
portion of this retarded delivery that is reflected here in your justi- 
fication that does not fall within the experimental production category 
at all but falls more or less within the standard category. And yet we 
find delayed procurement in that as well. 

When you introduce a new vehicle, or something of that kind, we 
know that you have got to go through stages of development and 
mockup and refinement, but that does not apply to general or standard 
items. 

General Hii. Practically every item in there is a new model. 

Mr. Sueprarp. Then the delay is due not to a faulty procurement 
operation, but to the research and development that is necessary in 
order to get the kind of finished product you want; is that correct? 

General Hizz. Do you want this on or off the record? 

Mr. Suepparp. I leave that to your own discretion. 

General Hm. The base has been broadened—the production base. 
That means that if we put in our requirements for 12 of one of these 
gadgets, for which the United States has paid to tool up so many 
companies, and let us say we had 5 companies and 1 of them was 
developing an LVT-3, and another a 5 and another a 6 and an- 
other an 8—just enough of those orders would be placed with these 
companies to perfect that model and put in the modifications, and 
then such a company goes out of business and is in a standby status. 
Now the base has been broadened, so Company A that had an order 
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for 60 LVT’s and probably had 50 months to complete that in, or 30 
months—that base has been broadened, because we do not want that 
company to go out of production to meet certain eventualities and 
so we say to them, to continue with that same program, instead of 
30 months, they may have 36 months. That is called broadening the 
base. 

I am not in the single-service production game. That is all handled 
by somebody else. But that is my understanding of it, 

Mr. Sueprarp. Your explanation is a very good one. However, 
I would like to ask this. There was a time approximately 2 years 
ago when, operating as we were, let us say, hypothetically, that the 
Marine Corps order was deferred because of the procurement agency 
system in use. How much of that condition prevails now/ Has that 
been straightened out, or has your money become involved in the 
general fund of the Army’ s requirements, as it did at one time, or has 
there been a segregation set up so that you are actually getting service 
when your money goes in there for procurement purposes ¢ 

General Hitu. There are so many programs that enter into this 
single-service program of an M-48 tank. MDAP orders some, the 
Army orders some and we want some. The single-service procure- 
ment agency says how many are coming into production. Then a 
portion of the General Staff decides where those tanks shall go. We 
might put in a bid for 40 and they would say that some other organi- 
zation needs some, so they would get 20 and we would get t 20, or 
we might get 10 and they might get t 30 or we might get none if their 
requirement were more urgent than ours. 

Mr. Suepparp. It operates, then, by way of distribution in accord- 
ance with a priority determined by some other echelon / 

General Huu. Yes, sir. 

Mr. Suepparp. What is the monetary status now? Let us say, 
hypothetically, that you are going to have your procuring agency 
spend $50 million. By the time you place your requirements within 
that amount of $50 million, do you send over the money or are those 

requirements paid for on delivery, or what happens ?/ 

General Hitz. In 1951, sir, we sent the money along. In other 
words, we had $162 million worth that was put into the Army Ord- 
nance working fund. But those prices were not correct. They 
fluctuated. They said they needed this, that, the other, and what have 
you to make it come out even. Now unless money is an urgent require- 
ment to set up a plan, we do not send the money along with it. ‘They 
bill us when the material is delivered. 

Mr. Sueprarv. Do you find that has a deterrent effect upon your 
operations as compared with what the other system indicated ‘ 

General Hix. 1 would like to answer that off the record. 

(Discussion off the record.) 

Mr. Suepparp. Will this language change in any way he ‘Ip you get 
away from that situation ¢ 

General Hix. I doubt it very much. 

Mr. Suerparp. Under the present plan of delivery that you have, 
when do you anticipate that your tank requirements will be in a 
state of completion under appropriations provided ? 

General Hitz. I would like to answer ths at off the record. 

(Statement off the record.) 

Mr. Wieciesworrn. Thank you, gentlemen. 

General Hiri. Thank you very kindly, sir. 











618 
Snips AND Factrrrires, Navy 
WITNESSES 


REAR ADM. HOMER N. WALLIN, UNITED STATES NAVY, CHIEF, 
BUREAU OF SHIPS 

CAPT. CORNELIUS S. SEABRING, UNITED STATES NAVY, FISCAL 
DIRECTOR, BUREAU OF SHIPS 

CAPT. GILBERT L. COUNTRYMAN, ELECTRONICS PROGRAM, MAN- 
AGER, BUREAU OF SHIPS 

HAROLD R. LOGAN, ASSISTANT FISCAL DIRECTOR FOR BUDGET, 
BUREAU OF SHIPS 


LANGUAGE CHANGE 


Mr. Wice._esworru. The next item is a request for a change in 
language by the Navy, as follows: 

The unexpended balance of the appropriation “Ships and Facilities, 1951” 
shall remain available during the fiscal year 1954 for liquidation of obligations 
incurred thereunder for procurement of electronics equipment. 

We have with us Admiral Wallin, Chief of the Bureau of Ships. 
Admiral, we are glad to see you. Will you give us some information 
on this request ? 

Admiral Wattry. Yes. Mr. Chairman and gentlemen, this request 
is for a language change for the purpose of carrying over 1 addi- 
tional year the authorization for expenditures from one activity of 
the Ships and Facilities appropriation, namely, electronics. I have 
a prepared statement which sets forth this request in good style and 
I should like to read it if I may. 

Mr. Wiceieswortn. Very well. 


GENERAL STATEMENT 


Admiral Watuirn. Mr. Chairman and members of the committee, 
before going into the justification of our request, I should like to 
emphasize that I am appearing before you for the purpose of request- 
ing a language change in our appropriation and am not requesting 
additional funds. 

The fourth supplemental of the 1951 appropriation, “Ships and 
facilities, Navy,” included funds in the amount of $203,268,000 for 
the procurement of electronic equipments. The act making these 
supplemental funds available was passed on May 31, 1951, thereby 
allowing but 1 month for obligation of these funds instead of the 
usual 12, and but 25 months availability for expenditure of funds in 
lieu of the usual 36 months. The estimated unexpended balance on 
July 1, 1953, for which extension is requested, is $236.8 millions, which 
compares favorably with the funds appropriated on May 31, 1951. 

The requested extension is necessary to permit routine payment for 
long-lead-time items which will be impossible of delivery prior to 
June 30, 1953. The contracts involved were negotiated during the 
early days of the Korean war. Every effort was made to equip the 
Navy with the latest types of electronic equipments developed by 
extensive research programs. The impact on the electronic industry 
was severe. Items were new, and no production lines were estab- 
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lished. Prime contractors could not assemble complete equipments 
until supplied with subsidiary parts and components. ‘There was 
an acute shortage of trained engineering personnel. These factors 
further complicated the difficulties imposed by curtailed expenditure 
availability. 

Payment of contractual obligations is greatly expedited when made 
by the contracting bureau rather than through the claims procedure 
of the General Accounting Office. It also fosters better relationships 
with private industry. 

Mr. WiccLeswortH. You state that you anticipate an unexpended 
balance as of July 1, 1953, of $236.8 million. 

Admiral Warn. Correct; yes sir. 

Mr. WiceteswortH. That represents not only the supplemental 
appropriation you referred to but some prior funds also? 

Admiral Wain. This $236 million is only a part of the total 
appropriation for electronics. In round figures, the program was 
$563 million for 1951 of which $236 million will not be expended, 
paid out, prior to June 30, 1953. It is the latter figure, $236 million, 
which we are requesting an extension of. 

Mr. WiccLesworTu. Is there any average lead time for the type of 
item that is involved here? 

Admiral Wattrn. I would say “Yes,” Mr. Chairman. I would like 
to say in general that the lead time for electronics has been unusually 
long for two reasons. First, because of the tremendous demands made 
on the electronics industry by the Armed Forces in 1951 and 1952, and 
second, because of the fact that in considerable measure they continued 
their commercial work and therefore they did not get going and did 
not have the engineering personnel and production lines to expedite 
all the work that they had in hand. 

Mr. WiceteswortH. What would you give as the average lead time? 

Admiral Wattrn. I am going to ask our electronics expert, Captain 
Countryman, to answer that. I know it is very high. 

Captain Countryman. In 1951 for contracts placed it was running 
3 years. At the present time the average lead time is about 24 months. 

Admiral Watirn. That means engineering plus production ! 

Captain CounTrYMAN. Yes, sir. 

Admiral Watutn. That is, new equipments which require engineer- 
ing talents. 

Mr. WiccteswortH. All of this $236.8 million has been specifically 
obligated ¢ 

Admiral Wa.tIn. Specifically obligated in 158 different contracts 
involving 82 different manufacturers. 

Mr. WiccieswortH. Have you any kind of a breakdown we can 
look at which shows the items that this $236.8 million is supposed to 
cover ¢ 

Admiral Wain. We have a complete breakdown. 

Mr. Scrivner. While the chairman is looking at that, may I ask 
one question ? 

Mr. Wicoteswortu. Yes. 

Mr. Scrivner. In your opinion is the method of action that you 
propose here cheaper, quicker? By cheaper I mean, is there an actual 
saving of dollars and manpower that would be reflected when claims 
for payment were made on contracts? 
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Admiral Watturn. Undoubtedly. 

Mr. Scrivner. It is far more satisfactory as far as your relationship 
with the manufacturer is concerned 4 

Admiral Wautuin. There is no question about it. It is a better busi- 
ness procedure. 

Mr. Scrivner. In other words, the manufacturer, who has a tre- 
mendous investment, will be able to get his money much more expe- 
ditiously ? 

Admiral Watt. Yes, sir; without going through a whole rig- 
marole and red tape. : 

Mr. Osrerrac. In what way is it cheaper? 

Admiral Watt. In manpower; in processing claims through the 
General Accounting Office. That requires a great amount of paper- 
work on his part and on their part, together ‘with the Navy Depart- 
ment, too. This avoids all that. It is just set up in a regular contract 
and as the contractor makes delivery he is entitled to payments and 
is paid expeditiously without any additional requirements whatever. 

Mr. Hruska. You were not here a little while ago when some of 
these other gentlemen were testifying? 

Admiral Watt. No, sir. 

Mr. Hruska. Does this fall into the same category as the previous 
item that we discussed with the Marine Corps? 

Admiral Ciexton. It is the same as for the Marine Corps except the 
Bureau of Ships procures its own electronics and does not go through 
the Army. 

Mr. Hruska. In the instance of the Army, there was an indefinite 
appropriation, as I understand it ? 

Admiral Criexton. That is right. 

Mr. Hruska. In this case, this sisa limited appropriation ? 

Admiral Crexton. This is an annual appropriation : “Ships and fa- 
cilities” ; yes, sir. 

Mr. Osrtertac, There is really no actual saving to the Navy or the 
Government here; is there? 

Admiral Crexton. -I think there would be. 

Admiral Wattrn. Yes, there would be. 

Mr. Osrertac. In what way ? 

Admiral Wartxin. We would have to go through a lot of additional 
paperwork in order to justify the payment, through the review of all 
the papers, whereas under this contract form as soon as he performs 
he is entitled to his money. 

Captain Seasrina. If we go through the General Accounting Office 
procedure, the bills have to come through the Navy and be certified 
to the General Accounting Office and then they make their investiga- 
tion to be sure that the bills are proper, whereas in the first instance 
they are paid on submission to the Navy regional accounting office on 
certification of the inspector of naval matériel in the field. 

Mr. Ostertac. There are no interest charges of any kind involved / 

Admiral Wat. No, sir. 

Mr. Ostertrac. Then the cost of the item itself—that is, the mate- 
rial—is the same as it was originally 

Admiral Watirn. There is no change. 

Mr. WiecreswortH. How much of this $236 million do you expect 
to spend before the end of the fiscal year? 
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Captain CounrrryMan. That list shows the money that will be un- 
expended as of the end of the fiscal year. None of it will be spent 
by then, sir. ; 

Admiral Wauuin, The whole $236 million in the list you have there 
is what we estimate will not be spent before the end of this fiscal year. 

Mr. WiccieswortH. Do you expect to expend it all in 1954/4 

Captain CounTRYMAN. We are going to try to expend it in 1954. 
There is a possibility that there may be some small carryover into the 
following year. However, we do not anticipate a further extension 
will be necessary. The claims can be handled in the regular way. 

Admiral Wain. We do not want to ask for a further extension 
at this time, at least until we see what we can do in clearing this up 
in 1 additional year. It depends a great deal on the industry—how 
much of their time they can give us in expediting this. 

Mr. WiceLesworru. I wish you would furnish to the clerk of the 
committee—I take it this is classified information—a breakdown com- 
parable to this one which will show the nature of the individual 
items, so we can have some idea what they are and the lead time 
involved. 

Captain CountryMaNn. Very well, sir. I might say that in the first 
6 months of this year expenditures of 1951 funds were $68.9 million. 
This quarter we anticipate $63 million and in the fourth quarter about 
$62 million and after that is expended, this is the balance that will 
remain. 

Mr. Wiccteswortn. That would be about $194 million ? 

Captain Countryman. Of 1951 funds. 

Mr. WiceieswortH. In the fiscal year 1953? 

Captain CouNTRYMAN. Yes, sir. 

Mr. Sueprarp. From the list of the firms that you have shown to 
the chairman—lI took a quick glance at it—who are in the field of the 
production of electronics, how many of them are spending the major 
portion of their effort in domestic commercial production as com- 
pared with military production ? 

Admiral Wauuin. That is an estimate, of course. 

Captain CounrrrMaNn. It would be very definitely an estimate. I 
would say about 50 percent of them are engaged in domestic produc- 
tion on a large scale—people such as Philco, Admiral, RCA. I would 
prefer to check that, since we are going to submit a list, and indicate 
exactly which ones are. 

Mr. Suerrarp. That would be very significant in connection with 
the lead time that is involved here, because that probably has a close 
relationship to the percentage of work that is turned out by the cor- 
poration in the domestic field as contrasted with the miliary field. 
In other words, there is no question about this one issue. You are 
confronted here with an operation that is supporting the domestic 
economy in its field on the one hand and trying to produce within 
your field of highly specialized and new equipments under the military 
requirement. 

Admiral Wain. You are exactly right. 

Mr. Suepparp: Obviously, someone is going to have to take it on 
the chin so far as lead time is concerned. 

Captain Countryman. Yes, sir. 
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Mr. Suepparp. And it is apparent that here the military has had 
to take a longer lead time for the last 2 years. This is not just new. 

Captain CounrryMaAN. That is right. 

Admiral Wauurn. This applies in all fields. 

Mr. Sueprarp. It applies in all fields in which this system pres- 
a prevails. 

Admiral Wain. Yes, sir. 

Mr. Scrivner. That is just a question of having your guns and 
butter at the same time. 

Admiral Waturn. That is the principle. 

Mr. Scrivner. Now that we have had President Eisenhower’s state- 
ment that this is war in Korea, you should see a different attitude in a 
lot of places, even in the Navy. 

Mr. Suerrarp. It might well be considered that this policy of hav- 
ing demestic or commercial production in the field in which the mili- 
tary is looking for production is not vested in the Navy or in the Army 
or inthe Air rorce but in some top echelon. 

Mr. Scrivner. That decision has been made now. It had not been 
valled a war up to President Eisenhower’s address to Congress. It 
has not been called war in this presentation that the admiral made. 
He went so far as to call it the Korean invasion. He did not call it 
a wer in Korea. 

(Discussion off the record.) 

Mr. Mirrer. In the case of some of these other items that we were 
discussing with the Marines, it was mentioned that sometimes this lag 
had been occasioned by a deliberate broadening of the base in order 
to keep some of these concerns actively operating. Does that enter 
into this picture very much? 

Admiral Wary. It does enter it in a considerable degree in this 
specialized field and in all of our fields where we are buying what 
we call components for ships. We undertook when this Korean situa- 

tion developed to broaden the base, as you indicate. In order to do 

that, we had to set new firms up in business and had to spread very 
thinly the engineering talents that were available to support the new 
firms. Now we have the broadened base but it has taken a lot of time 
to get that base and in this particular field I think they have enough 
of what Mr. Sheppard calls domestic work—that is, commercial] 
work—to maintain the pace. In a lot of other areas we do not have 
enough business to maintain and sustain the base that has been set up, 
because it was set up on the basis of imminent war or imminent 
mobilization. 

Mr. Mirter. Actually, in every case, you have not suffered for the 
lack of this equipment. A good deal of it is for stockpiling purposes; 
is it not? 

Admiral Wauurn. The stockpile does not pertain to this. That 
pertains primarily to raw materials. In a certain sense stockpiling 
of reserve material does pertain, because we do buy components against 
future needs, like spare parts. 

Mr. Mitter. Do you not order equipment for some of the ships that 
are in the mothball fleet, for instance 

Admiral Wauurn. For installation in case of mobilization; yes, sir. 

Mr. Muter. So the picture is not really quite as bad as it looks, even 
though the delay is rather long? 
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Admiral Wain. We have made a lot of progress. 
Mr. Wicc.teswortu. Thank you, gentlemen. 
Admiral Watuin. Thank you, sir. 


ORDNANCE AND Facitittes, Navy 
WITNESSES 


REAR ADM. MALCOLM F. SCHOEFFEL, UNITED STATES NAVY, 
CHIEF, BUREAU OF ORDNANCE 

GORDON 0. PEHRSON, COMPTROLLER, BUREAU OF ORDNANCE 

REAR ADM. WILLIAM S. PARSONS, UNITED STATES NAVY, DEPUTY 
CHIEF, BUREAU OF ORDNANCE 

CAPT. KENNETH M. McLAREN, UNITED STATES NAVY, ASSISTANT 
CHIEF OF BUREAU FOR PLANNING AND PROGRESS 

CAPT. THOMAS S. FLYNN, UNITED STATES NAVY, ASSISTANT 
DIRECTOR FOR PRODUCTION, MATERIAL DIVISION, BUREAU OF 
ORDNANCE 

MILTON E. JONES, ASSISTANT DIRECTOR FOR NEGOTIATED PRO- 
CUREMENT, CONTRACT DIVISION 


PROPOSED LANGUAGE CHANGE 


Mr. WiccLeswortu. We have one more similar item in the Navy, a 
request that— 

The unexpended balance of the appropriation “Ordnance and facilities, fiscal 
yar 1951,” shall remain available during the fiscal year 1954 for liquidation of 
obligations incurred thereunder for (1) production and procurement of Navy 
ordnance and ammunition and (2) procurement of plant equipment, appliances, 
and machine tools. 


GENERAL STATEMENT 


Admiral Schoeffel, will you tell us about this item ? 

Admiral Scuorrre,t. Mr. Chairman and members of the committee, 
I wish to request an amendment to the appropriation “Ordnance and 
facilities, Navy, 1951.” 

The requested language change is as follows: 

The unexpended balance of the appropriation “Ordnance and facilities, fiscal 
year 1951,” shall remain available during the fiscal year 1954 for liquidation 
of obligations incurred thereunder for (1) production and procurement of Navy 
ordnance and ammunition and (2) procurement of plant equipment, appliances, 
and machine tools. 

This amendment will permit the Bureau of Ordnance and the Navy 
Department to complete the liquidation of contracts for procurement 
and production of ordnance material in the normal and most efficient 
manner. 

It is currently estimated that delivery of material with a dollar 
value of approximately $153.3 million under 136 contracts will be 
delayed beyond the normal period of annual appropriation avail- 
ability. In the appropriation “Ordnance and facilities, Navy, 1951,” 
that period is June 30, 1953. 

Approximately 86 percent of the production initiated during fiscal 
year 1951 (under the original and all supplemental appropriations 
provided that year) will be completed. The remaining 14 percent 
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represents undelivered material under contracts entered into against 

funds provided late in fiscal year 1951, as follows: 

Source of funds, fiscal year 1951: Unliquidated contracts 
First supplemental (second quarter) $5, 303, 242 


Second supplemental (third quarter) 31, 564, 300 
Fourth supplemental (fourth quarter) 116, 476, 458 


Total 153, 344, 000 
The material on which deliveries will be delayed are in the fol- 
lowing categories and amounts: 


Amount 

Item (millions) 
Ammunition 
Fire-control equipment 
Guns, mounts, and missile launchers 
Beret ES ae te ania lice tt Spat albeit Fre lat ned Seep the ed 3s. bate > 
Mines, depth cmmeges) mets. 2.66.21 shoe 2 ek oh 12. 
Guaiegambime .aptene.. 6 a L.A 11:5 
Production equipment and others____- he Sib x ch dp Sed EASE SE CEM 4.1 


Total 153. 3 


09. oO 


These delayed deliveries are the result of (a) difficulty in obtain- 
ing machine tools and facilities to support planned production sched- 
ules; (6) industrial strikes; (c) shortages of critical materials; (d) 
rescheduling of deliveries to permit a stretchout of production over 
an extended period in order that the benefit of going production lines 
could be maintained for maximum periods. 

The funding decisions of fiscal year 1953 and the funding plans for 
fiscal year 1954 include full recognition of the adjusted production 
schedules under contracts entered against the fiscal year 1951 ap- 
mg 

Mr. Wicereswortu. All of this $153.3. million is specifically 
obligated ? 

Admiral Scuorrre.. Yes, sir. 

Mr. WiceiteswortH. Why should there have been such a delay in 
respect to ammunition ? 

Admiral Scnorrrer. Part of it, sir, is in obtaining machine tools 
and facilities. The steel strike had a definite impact upon the ammu- 
nition; shortages of critical materials—we started out with ammuni- 
tion, in some cases intending to use brass cartridge cases and because 
of the shortage of copper, we shifted to steel cartridge cases. This 
matter I spoke of as being of high importance, the general policy of 
stretchout, sir, has had an effect. 

Mr. Wiceeteswortu. Is this a special type of ammunition or is it 
ammunition such as has been normally used by the Navy ¢ 

Admiral Scuorrret. In general it represents normal varieties of 
ammunition, sir. 

Mr. Ostertac. What does the picture look like now? 

Admiral Scuorrret. Things are picking up rapidly, sir. 

Mr. Hruska. You state that you reschedule these deliveries; 
through what means? 

Admiral Scuorrren. The rescheduling was effected through the 
normal procedures leading up to the Munitions Board. 

Mr. Hruska. And that is outside the purview of your control? 
You have no control over that in your department? 
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Admiral ScHorrreL. Oh, we have to get our schedules and our re- 
scheduling approved by the Munitions Board. But the Munitions 
Board does not do it on their own initiative without calling upon us. 
They do not do it themselves. They call upon us to reschedule in 
accordance with policy. 

Mr. Hruska. Who determines the policy ? 

Admiral Scnorrret. This policy was set initially by Mr. Lovett, 
the policy of stretchout. 

Mr. WiceL_eswortH. You expect to spend all this $153 million in 
the fiscal year 1954? 

Admiral Scuorrret. That is the expectation, sir. 

Mr. WiccLeswortH. Are there any other questions, gentlemen ? 

Mr. Murer. We are not to gather from that that there has been 
any serious lag in ammunition production that would affect the actual 
operation of the Navy at the present time? 

Admiral Scuorrret. We have been able to supply the fleet with 
all necessary ammunition so far, sir. 

Mr. Hruska. But this ammunition is needed for the reserve and 
for future use and will be delivered probably not within the fiscal 
year and that is why you want to pay for it next year? 

Admiral Scnorrret. Yes, sir. 

Mr. S1xes. Do you consider this a firm program ? 

Admiral Scuorrret. Yes, sir. 

Mr. SrKes. Do you think you will be able to secure delivery of all 
of these items in the fiscal year 1954? 

Admiral Scuorrre.. Unless there are great industrial strikes or 
something of that nature; yes, sir. 


Mr. Sixes. Can you say the tooling up has proceeded to the point 
where unless something occurs that is unanticipated now, such as 
strikes, you will complete this program in the coming fiscal year? 

Admiral ScnorrreL. We have every expectation; yes, sir. 

Mr. Wiceieswortu. Thank you, Admiral. 

Admiral Scuorrret. Thank you, sir. 

(The following information referred to on p. 509 :) 


Department of the Navy—Analysis of 1953 supplemental budget estimates 
MILITARY PERSONNEL, NAVY 
Net savings as a result of strength reduction $54, 994, 246 


Officer man-years, 1,700. 
Enlisted man-years, 19,421. 
Increases due to legislation: 
4-percent increase in base pay 59,  55B, 995 


Officers, 82,344 man-years, at $173.12 14, 255, 3 
Enlisted, 721,535 man-years, at $60.27 43, 483, 53 
Terminal leave, severance pay, etc 1, 821, 486 


56 


14-percent increase in allowance for subsistence 7, 567, 063 


ty 


Officers, 82,344 man-years, at $70.56 5, 810, 193 
Enlisted, 14,500 man-years, at $115.20 1, 670, 387 
Terminal leave 86, 483 


14-percent increase in allowance for quarters 40, 269, 138 
Officers, 65,705 man-years, at $153.28 10, 071, 484 
Enlisted, 268,668 man-years, at $111.84 30, 047, 736 
Terminal leave 149, 918 
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Department of the Navy—Analysis of 1953 supplemental budget estimates—Co), 


Increases due to legislation—Continued 
Mustering-out payments (Public Law 550)__----__-__________ $126, 188, soo 


32.550, at $100 3, 255, 000 
53,359, at $200 10, 67.1, 800 
374,040, at $300 112, 212, 000 
(Obligations to Dec. 31, 1952, $93,350,000) 


Combat pay (Public Law 488) ; 2, 000, 000 


3,703 man-years, at $540- 
(Obligations to Dec. 31, 1952, $1,671,000) 
Uniform allowances (Public Law 376) 


Total increase 


Recapitulation : 
Increases______ Jeo ew seed 236, 437, 246 
Less: 
Savings 54, 994, 246 
Transfers___-~- I a eri 41, 443, 000 


Supplemental E 140, 000, 000 


MILITARY PERSONNEL, MARINE CORPS 
$15, 382, 000 


Officer. man-years, 2,290. 
Enlisted, man-years, 883. 
Increases due to legislation: 

4 percent increase in base pay: 
Officers, 18,214 man-years, at 160.21 Ena 2, 918, 000 
Enlisted, 215,884 man-years, at 51.138______-._--___-_----- 11, 059, 000 
Terminal leave, severance pay, ete-.__-----.--.--.--..--- 308, 000 

Subtotal, 4 percent increase basic pay_-—- : 14, 265, OM) 

14 percent increase in allowance for subsistence : 
Officers, 18,214 man-years, at 70.55 , 285, 000 
Enlisted, 4,557 ‘man-years, at 115.21____.____-_____-__-__- 525, O01) 
Terminal leave, officer 20, 000 


Subtotal, 14 percent increase in BAS_-_-_- Pails 1, 830, 000 
14 percent increase in allowance for quarters: 
Officers, 13,507 man-years, at 150.74 2, 036, 
Enlisted, 65,360 man-years, at 103.73 5, 780, 
Terminal leave, officer______ : 42, 


Subtotal, 14 percent increase in BAQ 


Mustering-out payment (Public Law 550) : 
30,979, at $100___ 3, 097, 900 
71,885, at $200 14, 376, 800 
82,261, at $300 24, 678, 300 


Subtotal mustering-out pay 42, 153,000 


(Obligations to Dec. 31, 1952, $29,131,000. ) 
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Department of the Navy—Analysis of 1953 supplemental budget estimates 


Increases due to legislation—Continued 
Combat pay (Public Law 488) : 
42.924 man-years, at $540__ $23, 179, OOO 
$062 Inan-years added to death vratuities_ , 097, OOO 


Subtotal combat duty pay as 24, 276, OOO 
(Obligations to Dec. 31, 1952, including “combat pay added 

to death gratuities, $7,118,300.) 

Uniform allowances (Public Law 376) —_ 


Total increase 


Recapitulation : 
Increases __ 
Less : 

Savings_- z ; eran, eee ’ 5, 382, 000 
Transfers we _ : 3, _ OOO 


382, OOO 


Supplemental his. spd ieie Ss ott Sd el 63, 000, OOO 
DEPARTMENT OF THE AIR FORCE 
WITNESSES 


MAJ. GEN. M. J. ASENSIO, DIRECTOR OF BUDGET, DCS/COMPTROLLER 

LT. COL. E. G. CARLSON, DIRECTORATE OF PERSONNEL PLANNING, 
DCS/P 

COL. ALBERT J. McCHRISTY, DIRECTORATE OF MANPOWER AND 
ORGANIZATION, DCS/O 

LT. COL. E. T. BAYDALA, DIRECTORATE OF BUDGET, DCS/COMP- 
TROLLER 

LT. COL. HAROLD E. KANE, DIRECTORATE OF PERSONNEL PLAN- 
NING, DCS/P 

COL. HENRY C. GODMAN, OFFICE OF THE ASSISTANT FOR PROGRAM- 
ING, DCS/O 

BRIG. GEN. ROBERT S. MOORE, OFFICE OF THE SECRETARY OF 
DEFENSE 


ATRCRAFT AND RELATED PROCUREMENT 


Mr. WiceLeswortnu. I notice that the Air Force has one request for 
change of language that appears on page 18 of Document No. 62, a 
request, that of the appropriation granted under the head of aircraft 
and related procurement in the Department of Defense Act of 1953, 
$1,685,044,000 shall be used to complete the liquidation of all obliga- 
tions incurred pursuant to authority previously granted under this 
head to enter into new contracts. 

I think that we might dispose of that first. Tell us about that, 
General. 

General AsENsio. When we made our request for funds for the 
fiscal year 1953 under the appropriation, “Aircraft and related pro- 
curement,” this provision for the liquidation of unfinanced contract 
authority from previous years was incorporated. Through inad- 
vertence the provision was eliminated. I believe there is absolutely 
no question of intent as reflected in the testimony that was provided 
by the Air Force and from the considerations, both in the House and 
in the Senate, but with the inclusion of this amendment it would be 
crystal clear. There would then be absolutely no question. 
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Mr. WieeLeswortH. What was the overall appropriation ? 

General Asensio. The overall appropriation was $11,000,000,000 
more than this, sir. 

Mr. Wiceteswortu. For aircraft and related procurement in the 
Appropriation Act for the fiscal year 1953 ? 

General Asensio. Yes. That represented the new obligational au- 
thority so that the total appropriation was $12,685,044,000. 

Mr. WiccieswortH. And the $1,685,044,000 was presented to the 
committee at that time for the purpose of liquidation of existing 
obligations ? 

General Asensto. Yes, and it was so stated in the original language, 
but somehow in the process it was dropped. All testimony is perfectly 
obvious, however. 

Mr. Scrivner. Why do you need this language now? Why did you 
not wait until the 1954 bill came up? 

General Asensio. Sir, it is simply to clarify this specific language. 
Actually, as I say, the intent is perfectly clear in all testimony. 

Mr. Hruska. Was it clear in the minds of the General Accounting 
Office also? 

General Asensto. Yes. They always review the testimony where 
there is any question. The records of the hearings, or the committee 
report, and I believe in each instance it is perfectly clear and certainly 
it was clear in.our requests. 

This is normally a clause appended to appropriation language and 
it was so presented initially. 

Mr. WiccLeswortnh. Are there any further questions? 

Mr. Srxes. I wonder if we might have some additional information 
as to how this language might have been left out. Do you have any 
additional knowledge on that ? 

General AsEnsIo. Sir, I do not have specific knowledge. 

Mr. Sixes. Was it submitted to the committee as a part of the 
suggested language ? 

General Asensio. Yes, I believe the bill was processed through the 
House still containing the suggested language, but I think that it was 
during subsequent deliberations—whether it was in conference or 
some other stage of the game I do not know—it got lost, although the 
bill started out with it included. 

Mr. Miter. There was no amendment from the floor, was there? 

General Asensio. No, sir. 

Mr. Mrxer. If it came out, it came out in conference, or in closing 
the bill, or something ? 

General Asensio. There are a good many reprints of the bill, as it 
passes through various stages. Sometimes as many as six reprints are 
made in the course of consideration by the House and the Senate. 

Mr. Sixes. I would like to suggest that the committee clerks attempt 
to determine just where this language got lost and try to ascertain 
if there was any reason for its being left out. 

Mr. WiacteswortH. We will check that carefully before we mark up. 

General Moorr. Off the record. 

(Discussion off the record.) 

Mr. WicerteswortH. You might put something on the record, Gen- 
eral Moore. 

General Moorr. Mr. Chairman, when this item reached the Senate 
the Senate proposed an entire revision, which was adopted by the 
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Senate. When the matter came to conference, a decision was made to 
restore the House text. Members of the Senate staff, in preparing the 
text which would restore the House language, overlooked this very 
important provision. When the item came to conference for final 
action the omission was not detected during the conference. 

Mr. WiccGLeswortH. You received the over-all total, and you have 
been applying it, as a matter of fact, have you not, to old obligations 
as well as new. 

General Asensto. Yes. We certainly were intending nothing else, 
and were morally obligated to nothing else, but this is just to clarify 
the literal appropriation language. 


Minirary PERSONNEL REQUIREMENTS 


Justification of supplemental estimates for fiscal year 1953— Military personne 
requirements 


SUMMARY OF OBLIGATIONS, BY PROGRAM 


| Fiseal year 1953 
Pro- 
gram | Title | Difference 
No. | Presently Revised esti- 
available mate 


(1) (2) (3) (4 


Pay and allowances, Air Force $2, 659, 693, 000 | $2, 902, 101, 000 $242, 408, 000 
Movements, permanent change of station 163, 601, 000 163, 601, 000 0 
Subsistence - - 307, 269, 000 307, 269, 000 0 
Civilian clothing ; 454, 000 | 454, 000 0 
Other military personne] requirements : 9, 425, 000 9, 575, 000 150, 000 


Estimated fiscal year 1953 savings in 
appropriation. ----..--- seu +59, 558, 000 


0 


Total presently available, revised estimate rest | 3.00, 
and net supplemental estimate 3, 200, 000, 000 


3, 383, 000, 000 183, 000, 000 


a a 
| 
Total __- bs ; 3, 140, 442, 000 | 3, 383, 000, 000 242, 558, 000 


Nore.—The following revised tabulation reflects additional savings of 
$16,000,000 based on certain revisions in military-personnel strengths determined 
upon subsequent to submission of the original estimate: 


Justification of revised supplemental estimates for fiscal year 195: Military 
personnel requii ements 


SUMMARY OF OBLIGATIONS, BY PROGRAM 


Fiscal year 1953 


Difference 
Presently Revised esti- 
available mate 


(2) (3) (4) 


Pay and allowances, Air Force - ...----| $2,646, 738, 000 | $2, 888,902,000 | $242,164, 000 
Movements, anevuaten change of sts ation. - cate 162, 000, 000 162, 000, 000 0 
Subsistence __ . é N= vss os sie pe eee 306, 069, 000 | 306, 069, 000 0 
Civilian clothing. ear amauta 454, 000 454, 000 0 
Other military -personnel require ments __- --| 9, 425, 000 9, 575, 000 150, 000 


Total ‘ .-| 3,124, 686, 000 3, 367, 000, 000 242, 314, 000 
Estimated fiscal year 1953 savings in this appro- 


priation : ies : +75, 314, 000 0 —75, 314, 000 


Total presently available, revised estimate 
and net suppleme ntal estimate - ...----| 3,200,000,000 | 3,367,000, 000 167, 000, 000 
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Mr. WiccteswortH. We will now take up the request by the Air 
Force for an increase in funds amounting to $183,000,000, which is 
arrived at by a requested increase of $242,558,000 largely as a result 
of the laws we have been considering, and a reduction from that figure 
of estimated savings of $59,558,000. 

Now, General Asensio, do you have a statement in this connection / 

General Asensio. I have no formal statement, but I should like to 
make an overall statement in this regard. 

Since the supplemental was processed in the form in which the justi- 
fication now appears before you, certain extraordinary actions were 
taken which had the result of redueing the projected December 31, 
1952, actual strength. As a consequence of this action there has been 
a saving of $16,000, 000, which enables us to ask for an amendment of 
the request for ade litional amounts for “Military Personnel Reanire 
ments” to $167,000,000—$16,000,000 is being indicated as an adjust- 
ment. 

Mr. Srxes. And you are not asking for $183,000,000 ; you are asking 
for $167,000,000 ? 

General Asensto. That is correct, sir. 

We have made a determination from a review of prior years’ un- 
obligated balances that there could be made available for this appro 
priation $115,00,000. 

I have a sheet which shows the distribution and source of these 
funds, but the language of the appropriation act for the fiscal year 
1953 was such as to limit us only to current year’s unobligated balances. 

Consequently, action would have to be taken in this reyard to permit 
the application of the $115,000,000. If we did have that authority that 
would reduce the net amount to $52,000,000, which could then be re- 
duced to zero by virtue of the fact that we now know that we will be 
able to accommodate to that out of the fiscal year 1953 “Maintenance 
and operations” appropriation. 

(The matter referred to is below :) 


Analusis by appropriations of unobligated balances available for transfer to the 
military personnel requirements appropriation, fiscal year 1958, to finance new 
legislation 

{In thousands] 


1951 | 1952 | Total 


Maintenance and operations F ‘ | $3,000 $16,000 | $19, 000 
Military personnel requirements nee ..-| 13,000 | 73,000 86, 000 
Air National Guard . ‘ — 3, 300 | 2, 700 | 6, 000 
Contingencies ____- Ponder : ; 1, 800 | 2, 200 4, 000 


Total _- ‘ imine aivinsihwineedeee 21, 100 | 93, 900 | 115, 000 


Mr. WiceieswortnH. To w hat extent is that S115 million suggested 
a reduction in respect to 1953 funds? 

General Asrnsto. None of it, sir. It is all from prior years’ un- 
obligated balances. 

Mr. WiccieswortH. To what extent is the $52 million suggested 

reduction dependent upon the $115 million ? ° 

General Asensto. It could reduce the total down to $115 million. 

It could be stated that way. 
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Mr. Wicereswortn. In other words, you suggest that the $183 
million could be reduced, first due to overall strength reduction, 
by $16 million ? 

General Asensio. That is correct. 

Mr. WiccLesworrH. Second, by a reduction, or by a transfer— 

General Asensto. Of $52 million for which we already have 
authority. 

Mr. Wiceieswortu. From “Maintenance and operations” ¢ 

General Asensio. That is correct. 

Mr. Wiaaiteswortn. Which leaves a balance of $115 million? 

General Asensto. Yes. 

Mr. Wiceteswortu. Which is before the committee? 

General Asensto. That is correct, sir, and there are unobligated 
balances from prior years’ appropriations available for that purpose, 
if the committee so desires. 

Mr. Scrivner. As far as the taxpayers are concerned, it does not 
make any difference whether you let the $115 million lapse back 
into the Treasury, or whether you do it this way ? 

General Asensto. That is right. 

Mr. Scrivner. It is just juggling the dollars as far as they are 
concerned ¢ 


General Asensio, The net result, as far as the taxpayer is con- 


cerned, is the same. It is just a question of whether prior years’ 
appropriations are used, which would otherwise lapse and revert to 
the Treasury, or whether a new appropriation is developed. 

Mr. Husk. Would procedure be facilitated by one method as 
against th apsing of previous years’ appropriations, or new 


appropriations ¢ 


General Asensto. I think that comparable action would be neces 
sary in each case. 

Mr. Hruska. In either case? 

General Asensto. Yes. 

Mr. WieeieswortH. What is the basis for the $52 million reduc- 
tion ? 

General Asensro. We have a particular project, sir. 

(Discussion off the record.) 

General Asensio, At this pomt, Mr. Chairman, I should like to sub 
mit for the record a statement by Lt. Col. E. G. Carlson, Directorate 
of Personnel Planning. 

(The statement referred to is as follows :) 


Mr. Chairman and members of the committee, the supplemental budget we are 
presenting today has been made necessary by the enactment, since the submission 
of the original fiscal year 1953 estimate in January 1952, of certain laws providing 
for additional pay and allowances. 

The Armed Forees Pay Raise Act (Public Law 346, 82d Cong., May 19, 1952) 
was passed effective May 1, 1952. This act increased basic pay by 4 percent and 
quarters and subsistence allowances by 14 percent. The overall 
military pay and allowances was just under 6 percent. 

The Veterans’ Readjustment Assistance Act Act of 1952 (Public Law 550, 82d 
Cong., July 16, 1952), among other benefits, provided a mustering-out payment 
for personnel separating from the service. These payments range from $100 to 
$300 varying with length of service and varying with place of service, i. e., 
dependent upon whether service was within the Zone of Interior or overseas 
These allowances are retroactive to cover separations on or after June 27, 1950. 

Title VII of the fiscal year 1953 Appropriations Act (Public Law 488, S2d 
Cong., July 10, 1952) provided for combat-duty pay at the rate of $45 monthly 
for personnel serving in Korea and who are subjected to enemy fire. This combat 
pay is retroactive for service from June 27, 1950. 


increase in 
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The Armed Forces Reserve Act of 1952 (Public Law 476, 82d Cong., July 9, 195z) 
provided for certain additional uniform allowances for Reserve officers who came 
on active duty since June 27, 1950. There is a $100 allowance for those officers 
who had previously received a uniform allowance but who subsequently were 
recalled to active duty and a $300 initial allowance for newly commissioned 
officers. These allowances replaced the single one-time $250 initial allowance for 
the newly commissioned officer entering on active duty. 

The costs generated by this new legislation are as follows: 

aa 
Fivsiand” | ¥ wea ore Total 
1952 


I 6 inn. ces ntndnietw ts imecccmihetiecinen tp tattiadcenmdel dees $132, 439, 000 $132, 439, 000 
Mustering-out paymehts $54, 738, 000 52, 807, 000 107, 545, 000 
Combat pay . 207, 000 
Uniform allowances 1, 928, 000 


54, 933,000 | 187,381, 000 242, 314, 000 





You will note that our supplemental request of $167,000,000 is less than the 
increased costs of $242,314,000. This is brought about by decreased costs in 
the overall personnel requirements associated with a downward revised personnel 
program. 

It may be well to briefly review program changes since the submission of 
the original fiscal year 1953 budget in January 1952. At that time the personnel 
program included a beginning strength of 973,350 and an end strength of 1,061,000, 
with an average strength of 1,012,006 man-years. However, during the past 
year several factors have caused us to adjust our personnel program downward. 
Overseas base development has not progressed as rapidly as origininally antici- 
pated; and further, our personnel requirements have been reduced through 
Overseas base development has not progressed as rapidly as originally antici- 
zation. The present fiscal year 1953 operating program now provides for a 
beginning strength of 973,474 and and end-strength objective of 1,016,800, with 
an average strength of 975,266. The personnel strengths of this operating pro- 
gram are summarized by category of personnel as follows: 


Man-year 
average 
OR. - ks 5 45655: 21, | 30, OF 124, 340 
Female Medical Corps__-- ‘sinless ¢ : | 3, 024 
Warrant officers. - - - { 4, 213 

70, 835, 509 
Aviation cadets. 5, 78% 8, 8, 180 

Total 973, i, § 


975, 266 





As a result of the lowered strength objectives and when omitting the newly 
legislated costs we can now finance the Air Force program with $75,000,000 less 
than the $3.2 billion appropriated. When the $75,000,000 savings are applied to 
the $242,000,000 increased costs the supplemental requirement is reduced to the 
$167,000,000 request now before you. I would like to mention at this time that 
our savings of $75,000,000 would have been even greater had we not experienced 
certain additional personnel costs associated with support of the Korean effort. 
The original fiscal year 1953 budget did not contain any requirements for Korean 
support. 
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Our total requirements to support the revised program are summarized by 
budget pore as follows: 


In thousands 
| Ded = — . a 7 aa * Wr . ~ 
Program Prior to | ; Total re 
| pay raise Prior-year Increased | quirement 
| aa , fiscal year 
| > 1953 costs 


Pay and allowances | $2, 646, 738 $54, 933 $187, 231 $2, 888, 902 
PCS travel ; 162, 000 |_____- a 162, 000 
Subsistence - ‘ 306, 069 | 306, 069 
Civilian clothing 454 | 154 
Other military expenses. ol 9, 425 | 9, 575 

Total... | 3,124, 686 | 54, 933 87, 3% 3, 367, 000 
Appropriated funds. sg es sail er 3, 200, 000 


Regular program savings 


75, 314 
Required supplemental 


| oo - ooe = 
a il 167, 000 


| 
7" 


The justific ation you have before you shows in detail the computations of the 
increased costs attributable to legislation enacted since submission of the 
original fiscal year 1953 budget. These computations indicate a supplemental 
requirement for $183 million. However, as was previously pointed out, this 
amount has been reduced to $167 million. 

Mr. Wiceteswortnu. For this particular item, “Military personnel 
requirements,” you had—did you not ?—$3,140,442,000. 

General Asensio. An overall total of $3.2 billion, sir. That was the 
appropriation. 

Mr. WiceLeswortu. What was the obligation figure and what was 
the expenditures figure as of December 31 against ‘the $3.2 billion ? 

Colonel Baypata. The total obligations, sir, for the fiscal year 1953 
appropriation, as of December 31, 1952, was $1,721,986,607. Expendi. 
tures, $1,492,327,783. 

Mr. Wiceiesworrn. I neglected to ask what is the nature of the 

$75,314,000 savings that appears in the breakdown on page 4 of the 
vuattiatione’ 

Colonel Cartson. That reduction is brought about, essentially, from 
a decrease in our personnel strength as “opposed to that initially 
planned for. 

Mr. Wiceiesworru. In other words, the overall strength figure was 
reduced twice, and these two suggested savings reflect the two reduc- 
tions ? 

Colonel Cartson. Yes. 

General Asensto. That is correct. 

Mr. Wiceteswortu. How much of this suggested increase in your 
revised estimate is not the direct result of the new legislation ? 

General Asensto. Well, we have a net decrease aside from the re- 
sults of the new legislation, sir. 

Mr. Wiceieswortu. The five items of suggested increase on page 4 
of the justifications are all the direct result “of new legislation / 

Colonel Cartson. That is correct, sir. The $242,314,000 is the re- 
sult of new legislation against whic h we are applyi ing a saving. 

Mr. WieGLesworrtu. I understand that, but I wanted to be clear as 
to whether or not the $242,514,000 was 100 percent due to new 
legislation. 

Colonel Cartson. Yes; it is. 

Mr. Wicertrsworrn. That includes the item entitled “Other military 
personnel requirements” ? 
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Colonel Carison. Yes. 

Mr. Wiceieswortn. The figures in this breakdown are in effect a 
recomputation for the entire fiscal year, are they not ? 

General Asensio. That is correct, sir. 

Mr. Wicc.ieswortH. And the first item of $53,226,000 on page 8 of 
the justification for “pay x allow: ances of commissioned officers” 
broken’ down on pages 11, 12, 13, and 14 of the justifications, I take it, 

General Asrnsto. Yes. That represents that portion of $242,164,000 
in program 510 which is attributable to commissioned officers. 

Mr. WicGLeswortH. Does your officer and enlisted strength appear 
somewhere ? 

Colonel Cartson. It appears in terms of man-years under “Basic 
pay” on page 11. The beginning and ending strengths are not con 
tained in the justification. 

Colonel Baypaua. Total military personnel strengths are contained 
in the general statement on page 2 

Mr. Wiceteswortu. You contemplate an officer strength of 124,340. 
That is an average figure, I take it. 

General Asensio. Yes: that is a man-year figure. 

Mr. WicGLeswortu. What is the corresponding enlisted figure ? 

Colonel Cartson. 835,509. 

Mr. Mitzer. Does the officer figure include warrant officers, or are 
they included in the enlisted men? 

Colonel Cartson. They are broken down separately in this presen- 
tation. 

Mr. Mriurr. Is there still another figure for warrant officers ? 

Colonel Cartson. Yes. 

Mr. Mruier. What do they run? 

Colonel Cartson. Warrant officer man-years are 4,213. Female 
medical officers we have separate also—3,024 man-years. 

Mr. WiceieswortH. Do those figures that you have just given me 
reflect the two reductions in force you have spoken of ? 

General Asensto. Yes; these figures substantiate the $242,314,000. 

Now, there has been by reason of this $16-million reduction a change 
in almost every figure in the original estimate, but the changes are 
very minor, and we will furnish those to the committee. 

Mr. Forp. Are they in the same ratio, more or less? 

General Asensio. No; some things go up and some come down, 

Mr. Forp. The overall is $16 million less? 

Colonel Carson. Yes. 

General Asensio. The overall saving is against the previous basic 
projection and is about $16 million, but the $242,558,000, by reason of 
ups and downs of relatively minor degree, becomes $242, 314,000. So 
they are totals that are relatively small. 

Mr. Mixer. Do I understand the terminology that female medical 
officers are nurses? Is that the category ? 

Colonel Cartson. Yes; the large majority of those are nurses; some 
dieticians and so forth. 

Mr. Mitxer. I suppose there are a few others, but that is what the 
bulk of that is? 

Colonel Cartson. That is correct. 

Mr. WiaciteswortH. Your statement means, does it not, that the Air 
Force contemplates 1 commissioned officer for about every 7 enlisted 
men ? 
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Colonel Carison. It would approximate that. 

Mr. WiceLeswortH. You gave me a figure of 124,340 officers and 
835,509 enlisted, and that would be about 1 to 7. 

General Asensio. That is correct. 

Mr. WiceLeswortH. Without considering the warrant officers? 

General Asensio. That is correct. 

Mr. Minter. Do you have in the present organization flying officers 
comparable to what we had in World War IT in the Army Corps— 
noncommissioned? Are these warrant officers flyers ¢ 

Colonel Cartson. The warrant officers we have in this program are 
not flyers. The flight officer category we had during the last war has 
been discontinued. 

Mr. Wiceiesworti. Well, the item for basic pay is simply a matter 
of mathematics, applying a 4-percent increase to the statutory rate 
per grade. 

Colonel Cartson. That is right. 

Mr. WiceLeswortu. And the same is true of the quarters allowance, 
with a 14-percent increase applied; is it not? 

Colonel Carson. Yes. 

Mr. Wiceieswortu. The basic pay is statutory ? 

General Asensio. Yes. 

Mr. WiccieswortH. How do you arrive at the subsistence allotment 
figure? Is there a 14-percent increase there? 

“Colonel Cartson. That is a 14- percent increase in the subsistence 
rate. 

Mr. Wice.Leswortu. Reflected in $70.56 annually as an increase ? 

Colonel Cartson. Yes. The old rate was $42 monthly. 
rate is $47.88. 

Mr. Wiceieswortu. In other words, you are going from about $504 
annually to $574? 

Colonel Cartson. Right. 

Mr. Wiceieswortu. Is the pay for personnel missing in action an 
overall figure? 

Colonel Cartson. That is the increase in basic pay, quarters, and 
subsistence for personnel missing in action. 

Mr. WicetesworTH. What was the figure before the increase ¢ 

Colonel Cartson. The figure before the increase was $3,946,000, 

Mr. WigeGLeswortH. Based upon the same number of officers ? 

Colonel Cartson. Yes; the same average. 

Mr. Wicetesworrn. Is the lump-sum terminal-leave pay based upon 
the same number of individuals? 

General Asrnsto. Yes. 

Mr. WiceiteswortH. What is the mathematics for the uniform al- 
lowances ? 

Colonel Cartson. The Armed Forces Reserve Act provided for an 
increase in the uniform allowances for reserve personnel. 

Mr. Wieeteswortn. I know that, but how did you get the figure ? 
How many persons and at what cost? 

Colonel Cartson. There were to be procured during the fiscal year 
1953, 17,266 Reserve officers. Inasmuch as the increase became effee- 
tive January 1, 1953, a portion came in at the $250 rate, and another 
portion for the last half of the year will come in at a $300 rate. 

29310—53——-41 


The new 
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Mr. Wicciesworrtu. I wish that you would furnish for the record 
a breakdown that shows the mathematics of the figures arrived at on 
page 13 for uniform allowances, first the $4,317,000, and, second, the 
$6,167,000 figure. 

General Asensio. We shall do that, sir. 

(The information requested is as follows :) 


OFFICER UNIFORM ALLOWANCES 


The costs of uniform allowances for officer personnel for fiscal year 1953 at 
the $250 rate in effect prior to the Armed Forces Reserve Act of 1952 would have 
been as follows: 


Newly commissioned officers: 
BERRI COE BIRO ot dine nen nbtieclbanniemmpmmeeniedd, 5, 835 
Officer-candidate-school graduates 2, 021 
SS ner nen cre en Oh a tase es ape obacbeecsnnncian pak nvesenoray 6, O89 
Medical officer procurement 
Other procurement 


17, 266 

Seventeen thousand two hundred and sixty-six officers at $250 equals $4,317,000. 

The costs of uniform allowances for officer personnel for fiscal year 1953 at the 
revised combination of rates are as follows: 


| New input, | New input, | Recall input, 

| July 1- Jan, 1- July 1, 1952- 
Dec. 31, 1952 | June 30, 1953 | June 30, 1953 

($250 rate) ($300 rate) ($100 rate) 


Officer candidate school graduates__.._._._....___- 3 
Air Force ROTC graduates__--. pi ete tabbed ction’ 
Medical procurement 

Other procurement ss 

NGO POET IIE, «  cccthiecentuwnsdeeewteh 


1, 150 
889 
1, 441 


| 
| 
Divine cee en no ed ecccnnnn nbn tiblds cuit dawsihs | , oe 3, 500 |- 


14, 833 


wel 7, 360 | 14, 833 


$2, 476,000 | $2, 208, 000 $1, 483, 000 





Requirement at new rates 7 bad . ; . $6, 167, 000 
spommremnent wh 64 Tatas sn. «kis. 5 5 2s ske eh eases ~chbcs neha bdesats 4, 317, 000 


Additional requirement 


Mr. Wiacieswortu. This item of “Pay and allowances for warrant 
officers” is computed in substantially the same way, for a total in- 
crease of $1,431,000, roughly ? 

General Asensto. Yes. 

Mr. WiccteswortH. Pay for female medical officers, $1,108,000. 
That involves the same mathematics that were used for the similar 
two preceding items ? 

General Asensio. Yes. 

Mr. WiacteswortH. Pay and allowances of enlisted personnel, calls 
for an increase of $185,227,000. The big item there is apparently for 
mustering-out pay, $101,866,500? 

General Asensto. That is largely occasioned by reason of the fact 
that those provisions were retroactive. 

Mr. Wiccteswortn. I see that you have retroactive provisions ap- 
plied to 21% years, roughly. 

Colonel Cartson. It is actually closer to 2 years. These figures 
relate to the fiscal years 1951 and 1952, as far as retroactive is con- 
cerned. 
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Mr. WicereswortH. There is a total of $53,371,500, or about 
$26,600,000 per year, and you estimate you will need $48,515,000 for 
the current fiscal year? 

Colonel cuenenil That is largely brought about because of the 1- 
year extension of enlistments during the fiscal years 1951 and 1952. 
There were very few separations during the fiscal year 1951. 

General Asenst0. Most were mustering in at that time. 

Colonel Cartson. Conversely, as a result of the holdovers, our 1953 
separations are increased because of the release of the reservists, and 
those who had previously been extended. 

Mr. WiccteswortH. You are going to have something over 180,000 
to be mustered out in the fiscal year 1953, apparently. 

Colonel Carson. That is right. 

Mr. WiceteswortH. Something less than 25 percent of your entire 
force. You have a little increase here of death gratuities of $150,000. 
Surely you can take that up somewhere, can you not? 

Colonel Cartson. That is due to the increase in the basic pay. 

Mr. WiccLeswortH. What were your original manpower estimates 
in the fiscal year 1953 ? 

General Asensto. 1,012,006 man-years. 

Mr. Wiacieswortu. Well, is that enlisted ¢ 

General AsEensi0. That is total, sir. 

Mr. WiccteswortH. Can you break that down? 

Colonel Cartson. These are the figures in terms of man-years: 
130,567 man-years of commissioned officers, 4,086 for female medical 
officers, 4,177 for warrant officers, 864,799 for airmen, and for aviation 
‘adets, 8,377. 

Those are the man-years contained in the original President’s budget. 

Mr. WiceL_eswortH. What are your corresponding figures for your 
present strength ? 

Mr. Forp. Is this as reduced by the $16,000,000 ? 

Colonel Cartson. The current strength on which the $167,000,000 
supplemental is based, in terms of man-years, is as follows: 124,340 
commissioned officers, 3,024 female medical officers, 4,213 warrant of- 
ficers, 835,509 airmen, and 8,180 aviation cadets. 

Mr. WiceiteswortrH. That is with the $16,000,000 reduction ? 

Colonel Cartson. That is right. 

General AsENsio. 975,266 total man-years. 

Mr. WiccLeswortn. What is your projected strength on June 3 
next? 

Colonel Cartson. On June 30 the projected strength is 130,058 
commissioned officers, 3.400 female medical officers, 4,560 warrant of- 
ficers, 870,018 airmen, and 8,764 aviation cadets, for a total of 1,016,800. 

Mr. Wicetesworri. That means that you expect to go up overall 
about 41,000 net? 

Colonel Cartson. Right. You are comparing, I think, man-years. 

Mr, Wiceteswortu. That is what you have been giving us; is it not? 

Colonel Cartson. The last one was end strength. 

Mr. Wiceteswortu. And the first two were man-years ? 

Colonel Cartson. Correct. 

Mr. Forp. The projected man-years for the fiscal year 1954, is that 


in the figure you have given us for the reduction of $16,000,000; is that 
right ? 
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Colonel Cartson. No. I do not believe you meant the fiscal yea 
1954. 

Mr. Forp. I am projecting figures you have given based on thi 
$16,000,000 reduction to the fiscal year 1954. Now, is that a correct 
or an invalid assumption ? 

General Asrensto. No, sir. Between these two man-year figures 
there is $75,314,000 that is indicated as a saving. Because of thie 
necessary comparison of the one base against the other base, that is 
indicated as a saving, whereas all these additional costs are reflected 
as additional, and the $167,000,000 represents the net difference be 
tween the two. 

Mr. WiceieswortH. What is your actual strength overall as of the 
most recent date you can give to us? 

Colonel Cartson. The most recent date that we have is Decembe: 
31, audited. 

Mr. Wiccieswortu. What is the overall figure there ? 

General Asensto. 957,603. 

Mr. Wiccrteswortu. Then your contemplated increase is really 
about 59,000? 

Colonel Cartson. From this point? 

Mr. WiceteswortH. From this point; yes. 

Mr. Scrivner. Once again, primarily this is due to new laws passed 
after the 1953 appropriation bill was heard and was then pending 
passage. 

I am trying to reconcile your request here for uniform allowances, 
as set out on page 13. Going back to the Army figures, they operated 
under the same law, and the Army had more officers up to now than 
the Air Force, and yet their request for additional funds for uni- 
form allowances was $514,000, while you are asking $1,850,000, more 
than three times as much as the Army. 

Colonel Cartson. I do not know exactly how the Army computed 
its figures. 

Mr. Scrivner. I do not, either. 

Colonel Cartson. One thing which may change it is that we are 
a still growing force. 

Mr. Scrivner. Soisthe Army. They are going to put in 12,000 new 
officers, mostly lieutenants. 

Colonel Cartson. No; the category should not make a difference. 
We plan to procure over 17,000 officers this year, of which a little less 
than half will receive the increased allowance. 

Mr. Scrivner. Well, that would be 8,000. Are 8,000 going to receive 
the full allowance? 

Colonel Carson. I have to back up a minute. All these reservists 
will receive an increased allowance. It became effective January 1, 
To compute the difference between the old and the new we had to 
establish that midpoint. 

Mr. Scrivner. Is that 17,000 coming in between January 1 and 
July 1? 

Colonel Cartson. No; that 17,000 is coming on throughout the year. 

Mr. Scrivner. Part of them will be entitled to $250 and part of 
them to $300. All of them will get $250, and part of them will get an 
additional $50? 
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Colonel Carson. Part of them will get an additional $50. Those 
who are commissioned after January 1 will get an additional $50, 
going from the old $250 rate to the $300 rate. 

Mr. Scrivner. For a half year ? 

Colonel Cartson. Another portion, the reservists who had previ- 
ously received an allowance, predominantly the World War IT reserv- 
ists, will receive $100 on dees to duty. 

Mr. Scrivner. Either the Army has grossly undercalculated its needs 

or you have overcalculated yours, because you have’ approximately the 
same numbers. You will have a few more officers coming in, but you 
will not have three times as many, by far. 

Colonel Cartson. We will have nearly 15,000 pure reservists who 
will get a $100 allowance. 

Multiplying that times $100, that is $114 million. 

Mr. Scrivner. Work it out, and give us more detailed explanation. 

Colonel Cartson. We will supply the figures for this computation. 

(The information requested appears on p. 656.) 

Mr. For. I notice according to the justifications that for the combat 
pay the enlisted personnel have $377,000 and the commissioned person- 
nel about $25,000. How do you account for that? Where does the 
combat pay over and above the regular incentive pay come insofar as 
the Air Force is concerned ? 

Colonel Cartson. Of course we have approximately 50 percent of 
our officer structure who are not on flying status. There will be some 
few oflicers in positions which will entitle them to combat pay. We 
have only estimated 20. 

Mr. Forp. Only 20 officers ¢ 

Colonel Cartson. In this fiseal year, yes, sir; and a similar man-year 
average for the previous years. 

Mr. Forp. Are they observers? 

Colonel Cartson. They are advanced liaison men, some in the for- 
ward echelons with the Army and tactical control units to guide incom- 
ing aircraft and so forth. It is sort of a liaison-type operation. We 
do not have too many, but we do have units attac hed to each of the 
Army divisions. 

Mr. Miter. Are your liaison officers who are attached to the head- 
quarters and so on normally not flyers? 

General Asensto. No, sir; very often they are flyers. It is because 
of that that the number here is only 20. 

Mr. Miter. In other words, you use some who are nonflying offi- 
cers for that kind of work, and when they are in combat areas they 
arate combat pay ? 

Colonel Cartson. That is right. 

Mr. Forp. Flying personnel, assuming they have enough hours in 
during the month, would not qualify for combat pay even though they 
were in the areas where they might normally qualify ? 

Colonel Cartson. That is correct. 

Mr. Forp. Is it much of an administrative problem to handle the 
combat pay for the Air Force, or not ? 

Colonel Cartson. I do not know whether we have had quite enough 
experience on it. I suspect that it is going to take some administration, 

yes, for us to determine whether they qualify or do not qualify, be- 

cause of the technical provisions of the law. I have not recently dis- 
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cussed it with our Finance, but it was initially indicated that adminis 
tratively it takes a determination in almost every case to see whethei 
he was subjected for the proper 6 days and so forth. 

Mr. Miiter. You have the same problem of determining whethe: 
people are entitled to flying pay, do you not? 

Colonel Carson. We have to keep track, all right, to see that they 

ualify. 

, Mr Mruzee. You are used to that kind of bookkeeping, in other 
words? 


Colonel Cartson. There is a lot of bookkeeping in paying a million 
man force. 


APPROVAL OF BUREAU OF BUDGET 


Mr. Srxes. Mr. Chairman, I make the same inquiry to the Air 
Force that I made to the other services about this request for funds 
having been cleared with the New Director of the Bureau of the 
Budget. General Asensio, has that been done? 

General Asensto. Sir, I should assume that had it been done it 
would have been done on a uniform basis by the Department of De- 
fense. 

General Moore. I did not understand. 

Mr. Srxes. I assume from the standpoint of the limitation of time 
it has not been done. 

General Asensto. It has not been done specifically. 

Mr. Sr«es. Calling it to the attention of the new Director of the 
Bureau of the Budget is, I would think, something which is necessary 
before we go to the floor. We want to know that it has been submitted 
to him and that it has been cleared with him. 

Now let me ask one or two questions. What is your policy on quar 
ters and subsistence allowances, General Asensio, for persons who are 
missing in action ? 

General Asensto. Sir, I will have to refer that to Colonel Carlson. 

Colonel Carison. Personnel who are listed as missing in action are 
entitled to basic pay, quarters, and subsistence allowances. 

Mr. Scrivner. For how long? 

Mr. Srxes. Throughout the time they are carried in the missing 
category ? 

Colonel Cartson. In the missing status. 

Mr. Srxes. Do you place any limitation now on the length of time 
you carry them as missing? Formerly you carried them for a year. 
Now do you carry them on and on indefinitely because of the nature 
of the conflict in Korea ? 

Colonel Cartson. No, sir; they are continually attempting to deter- 
mine that a man is in fact missing in action as opposed to killed in 
action and so forth. 

Mr. Srxes. How do you determine when the cut-off date will be? 
How long do you carry them now as missing in action? 

Colonel Cartson. They are carried as missing in action until there 
is reasonable evidence that they are in fact deceased or they are re- 
turned to military control. 

Mr. Srxes. There is no evidence now other than the sketchy lists that 
have been given to us by the Communists, is there? 

Colonel Cartson. There is not much information. 
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Mr. Sixes. In other words, anybody who has been listed as missing 
in action and is not known to be dead is still carried as missing in 
action ? 

Colonel Cartson. That is essentially true. 

Mr. Sixes. Even though it may have been 21% years since he dis- 
appeared ? 

Eolonel Carson. To fully answer your question I would like to do 
a little examination. 

Mr. Srxes. Would you give me a complete answer for the record. 

General Asensio. Yes, sir; we shall insert that. 

Mr. Srxes. Very well. 

(The information is as follows :) 


PERSONNEL MISSING IN ACTION 


The Missing Persons Act of March 7, 1942 (56 Stat. 148), as amended, governs 
payments for persons who are listed as missing in action. A person, officially 
determined to be missing in action, is entitled to receive the same pay and 
allowances to which he was entitled at the beginning of the period of absence or 
may become entitled thereafter, payable for the entire period that he remains in 
a status of missing in action. This act also sets forth the policy regarding 
determination of status. 

Missing in action cases are individually considered under authority delegated 
to the Secretary of the Air Force. The Air Force policy is to continue members 
in a missing in action status until there is conclusive evidence of death or other 
changes of status. This evidence must come from sources under the control 
of the United Nations in view of the unreliability of information emanating from 
enemy sources. 

A determination of death is made at any time when there is conclusive evidence 
of death. In any event, a full review of each case is made after a 12-month 
absence. Subsequent reviews are made when evidence is received to justify 
such reviews 

Mr. Sixes. Do you have a request for funds in this presentation 
for station allowance increases ? 

General Asensto. No, sir. 

Mr. Forp. It is in there. 

General AsENsio. There are station allowances in our overall esti- 
mate; that is true. 

Mr. Stes. Is there any increase requested herein ? 

General Asensto. There is no increase requested herein. 

Mr. Srxes. Do you establish station allowances within the Air 
Force, or is it a part of the overall picture which is determined for 
all of the services by a joint board? 

Colonel Cartson. It is uniformly determined for all the services 
by a joint board or committee. 

Mr. Sixes. So that the Air Force itself would have no direct control 
over station allowances but would abide by a decision given by the 
board ? 

Colonel Cartson. That is right. 

Mr. Srxes. Which represents all the services ? 

Colonel Carson. Of course we have representation on that joint 
committee. 

General Asensio. But the committee rules. 

Colonel Cartson. That is right. 

Mr. Srtxes. How much money are you actually requesting of the 
committee at this time, General Asensio? 

General Asensto. $115 million, sir. 
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Mr. Srxes. How much of the reduction is due to a reduction in 
force? Isallof it, or only a part of it, due to that? 

General Asensro. All of it, sir. 

Mr. Sixes. Let me be sure, is all of it due to a reduction in force? 

Mr. Scrivner. No. I thought you said some was for the spare parts 
program. 

General Asensio. I beg your pardon, sir; $16 million plus the 
$59.558 million or iginally indicated is due to the reduction in force, 
or a total of $75.314 million; $52 million is due to a reduction by 
reason of application of maintenance and operations funds under au- 
thority granted to us in the fiscal year 1953 appropriations. 

Mr. Stxes. Does that represent a saving or a postponement or a 
change in program ? 

General AseNsio. A change in program by elimination, which con- 
stitutes a saving. 

Mr. Sixes. Mr. Chairman, it is an unusual thing for a branch of the 
Government to come here and say that it has made a saving and to 
ask for less funds as the result. Iam very glad to see it. and I commend 
the Air Force for doing so. 

General Asensto. Thank you on behalf of the Air Force. 

Mr. Stxes. General Asensio, what significance, if any, may be 
attached to the fact that you have fewer personnel than you had antici- 
pated during fiscal year 1953? Does it mean you will have not been 
able to build up to the projected number of wings as rapidly as you 
had hoped? In other words, is the problem due to mechanical short- 
ages or is it a personnel problem ? 

General Asgensio. No, sir. The situation is influenced in a variety 
of ways. 

Basically, we appeared before this committee last year and indicated 
that we were going to make every effort to keep the military personnel 
requirements ‘down to a minimum. The civilian personnel require- 
ments, as well, of course, but particularly in the military field we 
revised the basic principles of Reserves backup to make us capable 
of the sustained operations. Now we are looking at that with a very 
critical eye. It is a long-term project. We reflect savings. They 
are not really savings, because it is off in the planning stage, but there 
is a reduction in total requirements, just as soon as we can fix upon 
the validity of such a reduction. I think that is basic. 

Now, during the course of the year we have found that there were 
also certain things that developed, such as a desire to accelerate the 
release of reservists from service, particularly at Christmas time, 
which is responsible in large part for this $16 million. That meant 
that we released people from the rolls 1 or 2 months in advance, and 
took a dip for that particular period in order to aid morale and so 
forth and so on. 

Things of that nature, of course, cannot be foreseen on any normal 
basis of approach. They just develop. 

Mr. Srxes. I think that is all. 
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Analysis of 1953 revised supplemental budget estimates 


Net savings as a result of strength reductions____.___------ Cie $75, 314, 000 
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pon Mr. Wiceteswortn. Are there any further questions? If not, we 
thank you, gentlemen. The committee will stand adjourned subject 
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